EDISON

Volta Finance

Well-positioned for a recovery scenario

Volta Finance (VTA) posted a 5.7% decrease in NAV in 2020, recovering
from the initial 32.4% drop in March. This was mainly supported by CLO
equity tranches posting solid monthly returns in November and December
2020 at +11.0% and 9.7%, respectively. Volta had anticipated a downturn for
some time and repositioned its portfolio into CLO equity over the last two
years. During the early-2020 market turmoil, Volta’s manager focused on
securing liquidity by fully deleveraging the portfolio and implementing
cost-cutting initiatives. In December, Volta introduced a dividend policy to
pay 8% of its NAV (in line with historical yields), which currently implies a
prospective 9.2% yield on the share price.

Gradual portfolio repositioning in anticipation of a downturn
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The market opportunity

Volta invests predominantly in CLO structures, which recently experienced a sharp
sell-off due to concerns over underlying collateral default rates. In the current
environment, it favours long-dated equity tranches that offer a high yield as they are
currently available at discounted prices. These positions should also benefit from
reinvesting repayments into collateral at heavily discounted prices ahead of market
recovery. In the short term, however, cash flows may be temporarily redirected to
repay more senior tranches or to strengthen loan collateral.

Why consider investing in Volta Finance?

Investment manager’s proven track record, with 16% average IRR on closed
CLO deals (5pp above market average) for pre-global financial crisis (GFC)
vintages.

Portfolio diversified by managers minimises risk of collateral overlap.
Prospective returns (projected IRR at 17.7% at July 2020) backed by high cash
yield on existing portfolio (with six-month inflow at 14.8% pa of current NAV).

Valuation: Discount close to long-term average

Volta’s shares are trading at a 13.0% discount to end-December NAV, which is
slightly below the long-term average, while the underlying portfolio was valued at a
wider discount to par than a year ago. Volta’s NAV reflects current market pricing,
as most of its assets are marked to market. The current dividend policy implies a
prospective yield of ¢ 9%.

Investment companies
Debt — structured finance

22 January 2021
NAV* €6.67
Discount to NAV 13.0%
*As at 31 December 2020.
Yield 7.6%
Ordinary shares in issue 36.6m
Code VTA
Primary exchange AEX
AIC sector Debt — structured finance
Benchmark N/A

Share price/discount performance

8.0 0

Share price
~
Py
(%) unoasiqg

40 B

Discount

Three-year performance vs index
130 4
110
90

70

VYo wseowsoose g

Jun-20
Sep-20|
Dec-20]

< a4 g
S o @ 8
S o

[%2] § a =

VTA Equity S&P Leveraged Loan
52-week high/low €6.66 €3.38
NAV high/low €7.69 €5.06
Gearing
Gross* 0.0%
Net cash* 1.2%
*As at 31 December 2020.
Analysts
Milosz Papst +44 (0)20 3077 5700
Michal Mordel +44 (0)20 3077 5700

Volta Finance is a research client of
Edison Investment Research Limited


mailto:investmenttrusts@edisongroup.com
https://www.edisongroup.com/company/volta-finance/2795/

< EDISON

Exhibit 1: Volta Finance at a glance

Investment objective and fund background Recent developments

Volta Finance was established in December 2006. Its investment objective isto = 13 January 2021: December 2020 NAV at €6.67 per share, +4.3% m-o-m.
preserve capital across the credit cycle and provide a stable income stream to its = 8 December 2020: AGM approves dividend policy at 8% of NAV, distributed
shareholders through investment in a diversified portfolio of structured finance quarterly.

assets providing leveraged exposure to portfolios composed of a broad range of 9 November 2020: FY20 annual report - NAV at €208m, €5.69 per share at

d-July 2020, -22.5% y-0-y.
cash-generative debt assets. end-uly Y0y

Forthcoming Capital structure Fund details

AGM Est. December 2021 Ongoing charges 2.13% (FY20)  Group None

Interim results Est. April 2021 Net cash 1.2% (Dec20)  Manager AXA Investment Managers

Year end 31 July Annual mgmt fee 1.5%* Address BNP Paribas House, St Julian’s Avenue, St Peter
Dividend paid Quarterly Performance fee 20%* Port, Guernsey GY1 1WA, Channel Islands
Launch date December 2006 Company life Indefinite Phone +44 (0)1481 750800

Continuation vote None Loan facilities None Website www.voltafinance.com

Dividend policy and history (calendar years) Share buyback policy and history (calendar years)

Volta aims for stable dividend distribution to its shareholders. Since 2015, the The company has not executed a buyback programme since launch. In the past,
company has maintained DPS at an annual level of €0.62, which has been Volta appointed Kepler to facilitate liquidity on the company’s shares with a
distributed quarterly since 2016. After reducing the DPS in response to the €250k liquidity account provided by and at the risk of Volta. The contract lasted

COVID-19 crisis, in December 2020 Volta introduced a dividend policy to pay 8% five quarters in 2012/13.
of NAV distributed quarterly.

0.7
5 0.6
S
£ 05 4
b=}
8
2 0.4
=
S 03+
=
© 02 1
0.1
2012 2013 2014 2015 2016 2017 2018 2019 2020
Shareholder base (as at 14 January 2020) Portfolio exposure by instrument (at December 2020)
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yninetic 8%
AXA
30.2% BNP Paribas C°Crf°(;§‘e
15.7% v

Deutsche
Bank
5.8%
Citibank CLO Debt
5.7% 21% .
LO Equity
Allianz 61%
Other . 3.4%
38.3% Directors
0.9%
Top 10 holdings (as at December 2020)
Portfolio weight %

Instrument Asset Class Manager December 2020 December 2019
DRYDEN LEVERAGED TV 20-180134 CLO equity PGIM 5.4% -
Bilbao Il Equity S-1 CLO equity Guggenheim 4.5% 3.7%
Dryden 2018-70 Subord B CLO equity PGIM 4.1% 3.7%
Voya 2018-3 Class | Sub notes CLO equity Voya 4.0% 3.8%
Wind River 2019-1 SUB_| CLO equity THL 4.0% 3.2%
CMV 1 CLO CMV Global CLO manager 3.9% 3.7%
BILB 1X SUB CLO equity Guggenheim 3.6% 3.1%
Vibrant XI SUBB CLO equity Vibrant 3.5% 3.9%
BBS 2017-2 BBS European Bank 2.5% 2.3%
Neuberger 28 SUBORD CLO equity Neuberger Berman 2.4% 2.1%
Top 10 (% of holdings) 37.7% 32.7%

Source: Volta Finance, Edison Investment Research, Refinitiv. Note: *See our initiation note for further details. **Including cash.
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Market outlook: Investors wary of potential defaults

The coronavirus pandemic-induced crisis led to a significant sell-off in the leveraged debt market
due to concerns around a potential increase in the corporate default rate triggered by a sharp
decline in earnings. The S&P Leveraged Loan Index and Credit Suisse High Yield index decreased
by 12.3% and 14.9% respectively during March 2020, and have not yet fully recovered. CLO
markets reacted even more sharply, illustrated by the prices of tranches held in Volta’s portfolio
(marked to market), which declined by 41.3% (debt tranches) and 36.9% (equity tranches) during
the month. We understand that this reflects, among other things, investors pricing in the risk of
internal test breaches which could redirect cash flow to reinvestments into collateral or early
redemption of debt tranches (see the discussion of CLO tests in our initiation note). In this context,
we note that CLO equity tranches represent geared exposure to the leveraged loans market. CLO
prices have taken longer to rebound, with significant gains towards the end of the year.

Exhibit 2: One-year sub-investment grade asset classes performance

110 +

100 -

90 ~

80 -

70

60

Yes 2 & 8§ 8 § § § &8 8§ 5 &
——— S&P Leveraged Loan —— CS High Yield

Source: Refinitiv

Limited comparability to the global financial crisis

However, we note that the current crisis is different from the global financial crisis (GFC) in 2008/09
in that 1) a high proportion of leveraged loans are currently covenant-lite; 2) the crisis is more
widespread (affecting almost all industries, albeit with a varying degree of impact); 3) there is a
considerable amount of dry powder available to private equity funds; and 4) rating agencies
responded more quickly with loan downgrades.

The prevalence of covenant-lite debt means that a sudden spike in defaults (as experienced
during the GFC) did not occur in 2020 and these defaults are likely to be spread over a longer
timeframe. However, at the same time, average recovery rates may be lower, as defaulting
companies are likely to be in a worse condition than historically (79% recovery rate of first lien debt
on average between 2008 and end-H120, according to S&P). We note that first lien loans make up
most of CLO collateral and have higher overall recovery rates, with the average recovery rate
(including junior, subordinated and other types of debt) standing at 56% in the same period (S&P).
While the rate of defaults is expected to be smoother, Fitch Ratings expects the three-year
cumulative default rate in the US at 17%—20% for leveraged loans and 15%-18% for high-yield
bonds, which is broadly comparable to 2008-10 (15% and 22%, respectively). For CLO managers,
this means that subdued pricing may persist and weigh on portfolio performance for longer, but will
give them more time to adjust portfolios and reinvest the proceeds from loan amortisation at
discounted prices. This applies to more recent CLO vintages, which are still in the reinvestment
phase.

The significant dry powder in private equity funds means that M&A activity should remain high
(after the initial standstill in April to June 2020) and, consequently, a meaningful proportion of
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currently outstanding leveraged loans is likely to be called at par despite being heavily discounted
now. This may benefit active CLO managers able to acquire new good-quality collateral at current
price levels.

The quick reaction of rating agencies has led to an overall increase in the CCC-rated bucket of
CLO loan collateral, which already forced some structures to redirect their cash flows from equity
tranches to strengthen their collateral.

Exhibit 3: US leveraged loans — covenant-lite share of Exhibit 4: Global private uncalled capital
outstanding
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Source: LCD, an offering of S&P Global Market Intelligence Source: Global Private Equity report.

Cash flows to CLO structures have been curtailed

Meanwhile, cash flows (especially to equity tranches) diminished in 2020 for several reasons. In
some cases, cash flow was redirected due to test breaches. According to Volta citing the findings of
Wells Fargo, 24% of US CLOs failed their interest diversion tests as at end-July 2020. Furthermore,
interest rates were cut significantly (with one-month USD Libor at 0.14% at end-2020 vs 1.76% at
end-2019), which reduced the overall coupon stream to the CLO structure (normally floating rate).
While the impact on equity tranches was partially offset by the fact that most debt tranches pay
floating rate coupons, we note that they are normally based on three-month Libor, while coupon
rates on leveraged loans are usually based on one-month Libor. Following the pandemic outbreak,
one-month Libor has fallen more significantly than three-month Libor, leading to a widened spread
(to the disadvantage of equity tranches). On the other hand, Libor floors are often set at a higher
level for underlying loans compared to CLO debt tranches, which acted as a mitigating factor for
equity tranche holders. Interestingly, European CLOs saw loans in collateral switching from
quarterly to semi-annual payments.

Volta’s performance affected by market pricing

In Volta’s portfolio, only one position faced a test breach and cash flow redirection at end-July 2020,
far better than the broader market. Nevertheless, valuations and cash flows have been significantly
affected by market conditions. Volta’s NAV total return (TR) in 2020 (calendar year) was -5.7% on
the back of a 32.4% collapse in March and a subsequent gradual rebound (in the financial year to
end-July 2020, NAV TR was 22.5% lower). This was mostly due to the external market factors
explained above, which were fully reflected in Volta’s portfolio valuations given its mark-to-market
approach in valuing CLO tranches (both debt and equity), unlike some of its peers (see below).
According to the investment manager, the NAV would have declined by end-March (vs end-
January) by ¢ 10% instead of ¢ 30% under a mark-to-model approach (ie valuation using internal
models).
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Volta’s underlying cash flow declined by ¢ 6% y-o-y in FY20 (and 17.4% y-o-y six-month trailing to
end-December 2020 — back to mid-2018 levels), driven mostly by lower interest rates and the one-
to three-month Libor spread widening. Nevertheless, management undertook certain cost-cutting
initiatives to support liquidity and performance. Its currency hedging was reduced, with end-
December 2020 exposure to US$ at 51% of the portfolio, compared to 22% a year earlier (while the
exposure to US assets decreased slightly to 53% from 60%). Moreover, director fees were lowered,
and the board reduced to four members (from five previously), which we calculate should add

¢ 10bp pa to Volta’s NAV TR. With liquidity in mind but with no effect on NAV TR, one quarterly
dividend payment was postponed, and going forward DPS will likely be lower compared to 2019 —
see dividend section below for further details.

Exhibit 5: NAV per share performance Exhibit 6: Six-month trailing interests and coupons
(€m) compared to end-of-period NAV
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All asset classes held by Volta have been affected by the market-wide sell-off in the first half of
2020. The decrease in CLO debt prices (21% of the portfolio as at end-December 2020) has been
more pronounced than CLO equity, which seems counterintuitive at first glance. However, we note
that Volta’s equity tranches were already trading at a much higher discount before the onset of the
coronavirus pandemic (25% vs 8% in US$ structures at end-2019). Moreover, Volta’s CLO equity
exposure consists mostly of newer vintages which could be more appealing for investors because:
1) their collateral is younger, presumably of better quality as underlying loans have had less time to
deteriorate; and 2) these CLOs were/are still in the reinvestment phase, providing an option to
benefit from reinvesting collateral at discounted prices. The latter, together with a risk-on attitude
following the emergency approval of COVID-19 vaccines, may have led to asymmetric recovery for
Volta, with CLO equity posting significant gains in late 2020.

Virtually all asset classes are currently priced at a wider discount to par than a year earlier (with the
sole exception of a minor EUR CLO equity exposure). On the back of a late-2020 recovery, the best
performing asset classes in 2020 were CLO equity (+7.4%), followed by CLO debt (-1.0%). Bank
balance sheet (BBS) assets posted a -1.7% return, with limited volatility over the year, but we
should note that these assets are not traded on the market and thus their valuation is not affected
by market sentiment. On the other hand, the worst-performing asset-backed securities (ABS)
positions made up only 2.1% of the portfolio at end-December 2020 (see Exhibit 7). All the above
are indicative figures, which we have calculated based on monthly gross returns in local currencies
reported by Volta, and do not account for any impact from Volta’s exposure changes throughout
2020.
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Exhibit 7: Volta Finance’s performance to 31 December 2020

Price, NAV and benchmark TR performance, three-year rebased Ytd unweighted performance by asset class (% of the portfolio*)
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Portfolio well positioned for a potential recovery

Volta Finance invests primarily in CLO tranches, which made up 82.2% of the portfolio at end-
December 2020. The investment manager anticipated a cyclical downturn before the outbreak of
the pandemic, given the international trade tensions and high asset valuations, and positioned the
portfolio accordingly by increasing exposure to new vintages of CLO equity tranches. The share of
CLO equity in Volta’s portfolio increased gradually to 58% at end-2020 from 25% at end-2017 (52%
at end-2019), with 68.7% of its CLO equity tranches at end-2020 being 2017 and newer vintages.
This means that Volta’s portfolio is skewed heavily towards positions that are most likely to benefit
from discounted prices of leverage loans going forward.

Exhibit 8: Portfolio GAV breakdown

Portfolio end-  Structure end- Portfolio end-  Structure end- Change Change
Dec 2020 (€m) Dec 2020  Dec 2019 (€m) Dec 2019 (€m) (pp)
CLO 207.5 82.2% 238.7 76.6% -31.2 5.5
US$ equity 70.7 28.0% 82.8 26.6% -12.1 14
EUR equity 74.5 29.5% 66.3 21.3% 8.2 8.2
US$ debt 48.5 19.2% 76.6 24.6% -28.1 5.4
EUR debt 4.0 1.6% 0.0 0.0% 4.0 1.6
CcMv 9.8 3.9% 1.5 3.7% 1.7 0.2
Warehouse 0.0 0.0% 1.6 0.5% -1.6 -0.5
Synthetic Corporate Credit 23.8 9.4% 424 13.6% -18.7 -4.2
BBS transactions 19.2 7.6% 36.4 1.7% -17.2 -4.1
REOQ transactions 45 1.8% 59 1.9% -14 -0.1
Cash Corporate Credit 4.5 1.8% 6.4 2.1% -1.9 -0.3
Equity 45 1.8% 6.4 2.1% -1.9 -0.3
ABS 5.4 2.1% 17.6 5.7% -12.3 -3.5
Residual positions 33 1.3% 8.7 2.8% 5.4 -1.5
Debt 20 0.8% 9.0 2.9% -7.0 2.1
Cash 11.4 4.5% 6.2 2.0% 5.1 25
GAV 252.5 100.0% 3114 100.0% -58.9

Source: Volta Finance, Edison Investment Research. Note: Subtotals do not sum due to rounding.

During recent market turbulence, Volta has focused on maintaining liquidity. Its gross cash position
increased to €11.4m at end-December 2020 from €6.2m at end-2019. At the same time, the
US$40m repo agreement was repaid and Volta currently has a net cash position of 1.2%. Volta
underlines that providing geared exposure in the long term has never been its intention and the
repurchase agreement was associated with a particular opportunistic CLO debt position. The
repayment of the repo was pushed forward due to recent market uncertainty and Volta is unlikely to
enter into a similar repo agreement in the near term. Volta’s current cash position covers the vast
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majority of its €12.3m outstanding commitments at end-July 2020. These declined from €36.6m at
end-July 2019 as Volta did not make any new long-term commitments in FY20.

Exhibit 9: CLO equity exposure by vintage

2020 Not disclosed*
12% 1%

2016 and earlier

2019 20%

25%

2017
2018 7%
25%

Source: Volta Finance, Edison Investment Research. Note: *Includes the CMV exposure.

Portfolio IRR projected by manager close to 18% pa

The combination of decline in CLO tranche prices and lower cash flows described above pushed
Volta’s portfolio yield back to late-2019 levels (see Exhibit 6). Although its investment manager
applied a more conservative approach to its projections disclosed in the FY20 report, estimated IRR
has increased substantially, with 17.7% at end-FY20 (last available data) vs 11.6% a year earlier,
due to lower valuations of assets. The projected IRR does not account for any potential calls on
debt tranches prior to their maturity, or any alpha from active trading of CLO tranches (which Volta’s
investment manager does regularly).

Exhibit 10: Projected IRR of Volta’s CLO positions and investment manager commentary (at end-July 2020)*

Asset Class %GAV Projected IRR
USD CLO equity 25.3% 20.3%
EUR CLO equity 21.5% 20.5%
USD CLO debt 19.0% 15.7%
EUR CLO debt 3.1% 8.2%

Investment manager commentary
Some diversion of cash flows appears late in 2021 but remains relatively limited

All positions end their life without any loss despite some delays in coupon payments

These positions are all recent positions (post Covid-19). The 8.2% projected yield does not take into
account the possibility that these positions are called at par in less than one year (average price was
94.6% as at end of July 2020)

Source: Volta Finance. Note: *When calculating a CLO’s projected IRR, the investment manager assumes a 6% default rate for one
year, and 3% going forward with a 60% recovery rate.

In the assumptions applied to Volta’s portfolio valuation (see Exhibit 11), the investment manager
assumes a 6% annualised default rate until August 2021, 3% for the next six-month period (until
February 2022) and 2% per year going forward (compared to a flat 2% assumed a year earlier).
The constant prepayment rate (CPR) is also conservatively assumed at 20% pa, which is lower
than the 30% and 25% assumed a year earlier for US and European loans, respectively. The
manager did not adjust the expected recovery rates of defaulted debt (at 65% for both FY20 and
FY19), as the impact of covenant-lite loans was already accounted for before COVID-19. The
manager believes that despite lower recovery rates, the overall impact on debt holders will be
beneficial through avoiding a sudden spike in default rates (providing more time for corporate
restructuring). With respect to CLO debt tranches, the manager believes that most of Volta’s current
positions should recover par value.

Future CLO performance will be heavily reliant on the respective CLO manager’s expertise, in
particular the ability to maintain a high quality of loan collateral while also acquiring loans at
attractive prices (which will mature or be called earlier at par). We believe that Volta, with its flexible
mandate and good track record of selecting top-performing CLO managers, is well positioned to
use that to its advantage.
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Exhibit 11: Impact of possible changes in assumptions on Volta’s NAV (as at end-July 2020)

USD CLO equity
EUR CLO equity
USD CLO debt
EUR CLO debt
BBS

Source: Volta

% of NAV default rate at 1.5x of default rate at 2.0x of CPR at 0.5x of base

base case base case case

25.4% (10.7%) (18.8%) (2.1%)
21.2% (8.8%) (15.6%) (1.5%)
19.0% (2.1%) (3.6%) (0.7%)
3.2% (0.4%) (0.7%) (0.1%)
12.2% (0.8%) N/A N/A

Lower dividend in line with NAV decrease

Before the pandemic, Volta did not follow an explicit dividend policy but normally paid dividends at
around €0.62 per share, implying a ¢c 8% yield on its NAV, which implied at least a high single-digit
yield on its share price. The uncertainty and liquidity concerns amid the coronavirus outbreak urged
management to cancel the declared quarterly payment of €0.155 per share scheduled to be paid in
April 2020. The payment was made a month later at a revised level of €0.10 per share and
gradually increased over the subsequent three quarters. At the current share price, the last 12
months (LTM) dividends (€0.44) imply a 7.6% yield.

At the AGM in December, the company implemented a dividend policy to pay 8% of its NAV pa in
quarterly payments. We calculate that on the current share price and latest available NAV, the
dividend implies a 9.2% yield, with the DPS at €0.53 per share. Having said that, management
underlines that should the current crisis escalate further, payments may be suspended.

Discount back to long-term average

Volta’s share price declined more than its NAV during the 2020, resulting in the discount widening,
but recently narrowing back to the long-term average (13.0% discount to end-December NAV
compared to a five-year average of 16%). We understand that underperformance may have
resulted from lower coupon income and the resulting DPS decline, together with overall subdued
market sentiment towards leveraged finance. Meanwhile, the strong CLO equity performance in late
2020 may have been supportive of Volta’s performance in recent weeks, as these positions should
benefit from reinvesting into collateral in the long term. At the same time, Volta’s portfolio is valued
on average at an 8pp wider discount to par than at end-2019 (29% weighted average discount at
end-2020). While we acknowledge that Volta’s portfolio positioning should allow it to benefit from a
potential economic recovery, CLO investments are inherently risky and the outlook remains
uncertain.

Exhibit 12: Share price discount to NAV over one year compared to five-year average (%)
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Source: Euronext Amsterdam, Volta Finance, Edison Investment Research
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Peer group comparison

The peer group we have used consists of funds exposed to CLO investments (Exhibit 13).
However, the funds vary in terms of valuation methodology, as well as CLO managers’ exposure
(see our initiation note for more detail). Blackstone Loan Financing (BLF), Marble Point Loan
Financing (MPLF) and Chenavari Toro Income provide exposure to a limited number of CLO
managers. Moreover, BLF uses a mark-to-model rather than mark-to-market approach for NAV
valuation. On the other hand, TwentyFour Income has limited exposure to CLOs, with most of its
portfolio consisting of ABS (backed by residential mortgages in particular). We believe Fair Oaks
Income is Volta’s closest peer in terms of diversification, exposure and investment approach.
Keeping this in mind, Volta’s three-year NAV performance is behind the peer average, while its one-
year and five-year NAV TR is ahead of the peers’ average.

While Volta’s LTM dividend yield is one of the lowest among the chosen peers, the comparison
does not fully capture the dividend policy revisions in the sector. Volta’s prospective dividend yield
based on its current NAV stands at 9.2%, which is still below the peer average (6—14% range,
according to our calculations, which exclude some of the variable components) but closer than on
an LTM basis.

Exhibit 13: Peer group comparison at 21 January 2021*

% unless stated Market NAVTR NAVTR NAVTR NAVTR Discount Ongoing Perf. Net Dividend

cap €m 1 year 3 year 5 year 10 year (cum-fair) charge fee gearing yield (LTM)
Volta Finance 186.8 0.3 23 53.1 262.2 (13.0) 21 Yes 100 7.6
Fair Oaks Income 2017 Ord 217.2 (13.5) (7.3) 39.0 N/A 8.5 0.2 No 100 84
Blackstone/GSO Loan Financing 285.0 (3.2) 12.8 51.8 N/A (19.2) 04 No 100 10.2
Marble Point Loan Financing Ord 934 74 N/A N/A N/A (8.9) 14 No 100 9.9
Chenavari Toro Income Fund* 149.9 1.1 13.9 52.4 N/A (21.0) 3.3 Yes 100 384
TwentyFour Income Ord 554.3 5.8 15.2 345 N/A (1.5) 1.0 No 100 59
Peer average 260.0 (0.5) 8.6 44.5 - (8.4) 1.2 - 100 14.6
Fund rank in sector 4 4 4 1 1 4 2 - 1= 5

Source: Morningstar, Edison Investment Research. Note: Net gearing is total assets less cash and equivalents as a percentage of net
assets, 100 = ungeared. *NAV performance at end-December 2020 based on latest available NAV.

Management changes

Volta’s board of directors currently consists of four members, as management does not seek to
replace Atosa Moini, who left the board at end-FY20 after three years for personal reasons. Paul
Varotsis, senior independent director, will retire on or before the 2021 AGM after 14 years on the
board, in line with the succession plan in place (the search for his replacement is in progress). We
note that at the 2019 and 2020 AGMs, significant votes against reappointment of directors were
received (37% and 34% of total votes, respectively). The company announced in November 2020
that it has attempted to contact dissenting shareholders to understand their concerns without
success.

Volta Finance | 22 January 2021 9



EDISON

This report has been commissioned by Volta Finance and prepared and issued by Edison, in consideration of a fee payable by Volta Finance. Edison Investment Research standard fees are £49,500 pa for the production
and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows
and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or conse quential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2021 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (i) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (jii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this d ocument be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstan ces should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.

+49 (0)69 78 8076 960 +44 (0)20 3077 5700 +1 646 653 7026 +61 (0)2 8249 8342
Schumannstrasse 34b 280 High Holbom 1185 Avenue of the Americas Level 4, Office 1205
60325 Frankfurt London, WC1V 7TEE 3rd Floor, New York, NY 10036 95 Pitt Street, Sydney
Germany United Kingdom United States of America NSW 2000, Australia

Volta Finance | 22 January 2021 10



