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Tools for transition: filling the investment gap
Tuesday 8 December 2015
A symposium organized by Scottish Environment LINK Economics Taskforce

A note of the meeting
The symposium had the following aims:
e Build and strengthen alliances between LINK members and other organisations
interested in this field;
e Establish the magnitude of the investment gap and develop understanding of
different investment mechanisms;
e Be equipped to propose a strategy to address the investment gap; and share
experiences of campaigns.

Matthew Crighton, Economics Taskforce Convenor, explained the context.

LINK and some of its members are pressing that manifestos for the 2016 Scottish elections
should call for increased investment to hit emissions targest and move towards
sustainability. The existing plans in RPP2 are not specific enough and do not identify the
sources of investment needed to carry them out. RPP3 will be drafted by late 2016 and an
extensive consultation has been promised on its contents. The investment gap can be filled
by both public and private sectors and innovative ideas are needed.

Sam Gardner, WWF: The case for low carbon infrastructure in Scotland and investment
requirements.

WWEF Scotland has been scrutinizing government infrastructure investment, finding a
striking difference between RPP2 and the SG infrastructure investment plans and that the
infrastructure pipeline wasn’t realigning to be compatible with climate change ambitions
and targets. In response, WWF set up the Low Carbon Infrastructure Taskforce to identify
and promote specific low carbon infrastructure projects with the aim of persuading the SG
to fund them through realignment of the capital budget and to put in place policy support.

A short list of 10 projects has been drawn up to be narrowed down to three in the New Year
which will become the focus of the campaign. Full details can be found in the report at
bit.ly/1FSH1iN

The Low Carbon Infrastructure Taskforce is comprised of a broad range of individuals
including engineers, lawyers, academics and it is trying to work with Government. By having
ready packaged alternative investments with their benefits articulated it hopes to persuade
Government to change capital expenditure. It recognizes the challenge of its asks which will
mean real reductions in spending on other infrastructure compared to previous years. Sam
acknowledged that the campaign would benefit from other strands of work with critical
voices putting additional pressure on Government.

More information on https://scotlandswayahead.org.uk/




Elizabeth Leighton, Existing Homes Alliance: The investment gap for energy efficiency
measures in our existing housing stock

Elizabeth Leighton outlined the Existing Homes Alliance’s campaign for no-one in Scotland
to be living in a hard to heat, draughty home by 2025, and a statement signed up to by 56
civic and voluntary organisations in Scotland. The Statement outlines the range of benefits
this would bring such as helping to eradicate fuel poverty, providing jobs (8 —9,000/yr),
reducing carbon emissions, NHS savings, energy security. The Government has made
energy efficiency a National Infrastructure Priority and the role of the campaign in giving the
Government the ‘confidence’ to take this step was highlighted.

Meeting this energy efficiency target, defined as all homes upgraded to at least EPC rating
of C or above by 2025, is a huge challenge for the Scottish Government: £10.7bn is needed
in investment (£4.5bn from public funding) over 10 years, representing a four times increase
in current spending on energy efficiency in the housing stock. A benefit:cost ratio of 2:1
makes this a ‘high value’ investment, comparing well with other infrastructure investments.

The main challenges are seen as:
e understanding housing as infrastructure,
e the cost,
e the balance of public to private funding,
e achieving the balance of regulations and incentives

Useful concluding thoughts included the benefit of highlighting the favourable CBA figures,
the importance of incentives and support, that solutions need to have popular appeal and
the need to be prepared ahead of budget day.

Comments and discussion:

The potential to retrofit existing homes through pre-fabrication models, citing an example in
Denmark where a whole street was refurbished in one day using this technique.

The potential for Chinese investment
The need for energy infrastructure to be sustainable as well as low carbon

Would improved carbon budgeting be a way forward? The Scottish Government’s
obligation for carbon budgeting has some value as it is, but could be much better.

David Eiser, University of Stirling: Raising finance: Scottish Government powers and the
Scotland Act.

To date the Scottish Government has had a significant spending budget, but it is nearly all
made up from the block grant from the UK Government. Business rates and council tax

have been the only revenue raising options.

The Calman Commission lead to the Scotland Act 2012. This gives:



e Partial devolution of income tax whereby SG receives a portion of income tax
revenue from April 2016. There are restrictions on powers so that any change in
rate has to be applied equally across all the bands making it regressive and increases
unlikely to be popular.

e Land and business Transaction Tax (formerly stamp duty) from 2015.

e Landfill Tax

e Borrowing powers — limited on resource side but capital borrowing powers of up to
to 10% of the capital budget (amounted to £300m last year)

Under the devolution arrangements, if Scottish revenues grow faster than those in rest of UK,
the Scottish budget is ‘better off” than without the new powers. Thus there are two ways that
the SG can raise revenue from the new taxes: either by growing revenues in Scotland more
quickly than the equivalent revenues in rest of the UK, or by increasing tax rates in Scotland

The Referendum Vow and Smith Commission will bring significant further powers:
e Full devolution of income tax allowing the SG to vary band thresholds and
differentiate between bands when applying changes in rates.
e Half of VAT revenues to be kept by SG (although they can not vary the rate)
e Air passenger duty
e Aggregates levy
e Further borrowing powers — not defined at the time of the workshop

The table below gives the revenue raised by the various devolved powers for 2013/2014

Revenue, 2012/14 (£bn)

Already devolved Non-domestic rates £2.5

Council tax £2
Scotland Act 2012 Landfill tax £0.1

Stamp duty (LBTT) £0.4

* 10p rate on income tax £4.7
Smith proposals ** Income tax £10.9

Air Passenger Duty £0.25

Aggregates Levy £0.05

Assigned VAT £5.0
Income tax:

* Changes to the 10p rate would being in considerable extra revenue:
Increase to 11p — extra £440m
Increase to 12p — extra £850m

** Raising the upper rate from 40p to 41p — extra £40 - £50m
Raising the additional rate from 45p to 50p — would only affect 0.5% of Scottish taxpayers
and raise little revenue.

The Scottish Government is constrained by behavioural responses — for example people can
change their working patterns or shift earnings into dividend income which is still under UK
jurisdiction. For example , changes to the more progressive structure of the Land and
Buildings Transaction Tax appears to have slowed sales and revenue is less than anticipated.



SG committed to reducing APD and Council Tax has been frozen since 2007 which has been
costing an additional £70m per year.

Resource spending is constrained by cuts in the block grant (5% in real terms to 2019/2020)
and commitments to health spending and other protected areas - childcare, tuition fees,
undoing UK welfare cuts — this will imply real cuts for other departments in the region of
15%. On a more positive note, the grant for capital spend is to increase 5% in real terms
over the same period and SG is fully utilizing its borrowing powers.

The afternoon session involved five presentations representing different ways that
finance might be raised.

Gemma Bone, University of Newcastle and Finance Innovation Lab: A Scottish investment
bank

The current banking system is unstable due to its lack of diversity. Two banks have 70% of
the market share in Scotland and nearly all banks follow the same universal shareholder
owned model. These banks have failed to provide needed investment and does not
respond to local needs.

National investment banks are government-funded and strategic. A study found that
countries with significant government ownership of banks were associated with higher
growth rates. The German Investment Bank focuses most of its lending on renewable
energy and ‘transition’. There is a strong case for a Scottish national investment bank,
linked into a network of local stakeholder banks as a means to generate significant amounts
of financing in Scotland for long-term, low-carbon investment in socially useful projects
which can be responsive to local needs and circumstances.

The Scottish National Investment Bank would be owned by the Scottish Government and
Local Authorities with its mandate set democratically. It would be able to issue bonds,
which are perfect for long-term ‘patient’ capital for low carbon infrastructure.

A report is to be launched by FoES in the New Year, calling on the SG to convene a taskforce
to look at the proposals made and to find workable models for Scotland. Further thought is
needed on tying these ideas in with those on QE and pension fund investment.

Frank van Lerven, Positive Money: Green infrastructure QE and the use of green
infrastructure bonds

(note, since the workshop attention has been drawn to the different meaning of the term
Green Infrastructure - EC definition: * ...... a strategically planned network of high quality
natural and semi-natural areas ..., which is designed and managed to deliver a wide range of
ecosystem services and protect biodiversity’. Infrastructure designed more broadly to reduce
carbon emissions could be described as ‘low-carbon infrastructure.)



Frank brought a SNP quote to our attention: “[W]e will continue to maximize investment in
our nation’s infrastructure, using both capital spending, new borrowing powers and a range
of innovative finance mechanisms.” (SNP)

Quantitative Easing (QE) can be used as a monetary policy to ‘get the economy going’
through stimulating lending in specific sectors. A Scottish public investment bank could
issue bonds, although currently these would need to be bought by the Bank of England,
approved by UK Gov Treasury. The proposed Scottish Investment Bank could then either
invest directly into strategic projects or it could make loans.

Current scope was described in terms of the option of recycling the previously issued bonds
under QE that will mature at the end of this year and/or to lobby Westminster to change
the Asset Class under current QE — ie change the types of bonds being purchased.

Frank also advised that low carbon infrastructure projects need to be ‘ready’ to invest in
and, ideally, to be scalable to suit the investment forthcoming.

Dave Watson, UNISON: Scottish pension funds investing in low carbon infrastructure

Pensions funds are suited to low carbon infrastructure investment for several reasons: they
seek long term cash flows; they include public money so should be responsive to public
duties under Climate Change Act and be ethically invested, and, lastly, it is what the
members want. The potential figures involved are enormous — Scotland’s largest pension
scheme (local government) has £27bn in assets.

There are, however, barriers. Funds in Scotland are diverse in terms of size — the smaller
funds do not have in-house expertise and investment regulations are very complicated. The
conservative definition of fiduciary duty has been used against investments that are seen to
be made for ethical reasons, although with increasing risks associated with high carbon
investments this argument is holding less sway. A return of 5% is needed (as opposed to LA
s being able to borrow and make loans at 3%). Lastly, culture amongst pension fund
managers is entrenched and they are used to doing things a certain way.

In conclusion, it was noted that there is a lot of political interest and some member
demand in the potential for pension fund investment which represents a major resource.
Anne Schiffer, Friends of the Earth Scotland: Financing options for community energy
Recent UK Government decisions, most importantly the scrapping of feed-in tariffs, have cut
off many of the obvious funding options for community energy projects, meaning they will

have to get more creative in finding sources of funding.

Options available include raising money through community share offers whereby
shareholders become members of the scheme (but shares are not tradable on the stock



exchange), and crowd funding such as Abundance. It was noted that banks had not been
very forthcoming.

Clifton Bain, IUNC: The Peatland Code as an example of attracting private finance

The Peatland Code has been developed as a tool to attract investment in restoration of
peatlands. Degraded peatland is responsible for significant CO2 emissions and it also causes
water pollution and loss of biodiversity. Peatlands also represent an enormous carbon store
— with Scotland’s peatlands storing carbon equivalent to 25% of that stored in the Amazon
Rainforest. They also store 75% of our drinking water.

Peatland restoration is an established, tried and tested mechanism. The costs and benefits
of restoration have been quantified —a 100ha site over 30 yrs saves 22,000 CO? e and costs
£180,000 in restoration/management. The Peatland Code outlines the procedure that will
verify good practice to ensure returns are provided.

Businesses are interested in investing: for some, such as water companies, it results in
reduced costs; it demonstrates responsibility towards the environment and interest in
supporting natural capital; it has the possibility of meeting future environmental obligations,
and it provides promotional opportunities for brands.

£300 m are need to delvier solutions for Scotland’s peatlands. It requires shovel ready
projects and a third party certification body.

Discussion/ comments

The Peatland Code offers no financial returns, and is currently sold on environmental
returns such as carbon sequestration, biodiversity and water related returns. It could also
be promoted in terms of building up skills in restoration and managing peatlands.

Regarding the mixed messages from Government - The SG needs to be more holistic —
recommended video to watch - https://www.youtube.com/watch?v=eiBiB4DaYOM on
smart energy systems.

The final sessions focused on campaigning on investments and divestments

Adrain Shaw described the process the Church of Scotland is going through in looking at
their investments and the options for divestment. They have engaged with congregations
and received a range of opinions from divesting to engaging with fossil fuel companies.

Observations include that Mark Carney’s speech on the impact of climate change and the
risk it imposes on financial markets was very influential and that this financial risk sits along
side an ethical risk for the Church. Also the question arises, if we are going to engage with
fossil fuel companies and the financial sector, how do we do this?

Ric Lander from Friends of the Earth Scotland spoke about divestment campaigns in
Scotland, linking divestment to making finance accountable and democratic.



Some key points which emerged from the event:

e Press for major investment programme to meet emissions targets

e Generate and promote new models and new institutions

e Engage people in the RPP3 consultation and in taking positive actions
e Find ways of getting involved with corporates
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Mind the gap

Investment gap for energy efficiency
measures in our existing housing
stock

Elizabeth Leighton
Policy Advisor, Existing Homes Alliance Scotland
www.existingshomesalliancescotland.co.uk



No one in Scotland
living in a hard-to-heat,
draughty home by 2025

Joint statement of organisations - December 2015
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What’s needed?

* National Infrastructure Priority

all homes

upgraded to EPC
i Band C or above

by 2025




Benefits

Help eradicate fuel poverty
Reduce emissions

~uel bill savings

Jobs — 8-9000 per year — all over Scotland

Save NHS up to £80m per year
Energy security



Making the infrastructure case

“Infrastructure is the backbone of any modern, successful
and competitive economy” National Infrastructure Plan 2013
(HMT)

e Benefit : Cost ratio 2:1
* ‘High Value for Money’



Figure 3. Is domestic energy efhoency infrastructure?
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What's the investment gap?

£10.7 bn (£4.5 bn public funding)

£450 m pa
4 x level of current spend (15/16 £119m)
PLUS leverage £620m pa private funding




Key references

Building the Future: The economic and fiscal impacts

of making homes more energy efficient, 2014,
Consumer Futures

Economic impact of improving the energy efficiency
of fuel poor households in Scotland, 2014, Consumer
Futures Scotland

Mind the Gap: Funding home energy efficiency to
deliver Scotland’s climate change and fuel poverty
targets



Filling the gap - funding models

Combination of:

* Grants

* Loans — equity release, zero/low interest
 Energy Company Obligation

* European funding, Green Investment Bank?

* Private landlord/owner investment



Policies by housing sector:

High cost measures Medium cost measures Low cost measures
SDLT Home Energy Adjustment
Able to Consequential improvements
Owner pay SDLT Home Energy Adjustment Help to Renovate
ﬂccupier Home Energy Revolving Loan® Low Income Area™*
Help to Renovate SDLT Home Energy Adjustment
Low Low Incomie Area** Conseguential improvements
income Home Energy Revolving Loan
Affordable warmth
Low Income Area™*
Ahle to Minimum Standards
pay Total Cost of Occupancy
Private Home Energy Revolving Loan
- Low Help to Renovate
rented income Affordable Warmth
Low Income Area*®*
Ahle to Minimum standards
pay Total Cost of Occupancy
Social PAYS
rented Low Affordable warmth

income

Low Income Areg™*



Challenges/opportunities

Understanding housing as infrastructure
FEFEFEF

Balance of public / private funding
Balance of regulations/incentives




Conclusion

 Vision C by 2025 (fuel poor sooner)
« £10.7 bn (£4.5bn public funding)

* Regulation — Warm Homes BiIll

* |Incentives/support/nudges

* Programme design and funding models?

I heexistinghomesalliance | scotland
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revenue raising powers:
opportunities and constraints
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Devolved spending and revenues in Scotland: the
evolving picture

45,000 -
10000 “Funding by block grant alone means that
[ while the Scottish Parliament is completely
35,000 - accountable for the spending of its budget,
it is not accountable for the total of that
000 budget or how it is raised; it has no fiscal
N powers that can be used as policy
; instruments and it does not have a direct
20,000 - VA financial stake in the performance of the
Scottish economy” (Commission on
e Scottish Devolution, 2009, para 3.87)
10,000 -
>.000 1 N

Devolved expenditure Devolved revenues
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Scotland Act 2012

* Partial devolution of income tax (£4.7bn). From April 2016

* Land and Business Transactions Tax (formerly Stamp
Duty): £0.4bn.

* Landfill tax (£0.1bn)

* Some borrowing powers:
* On resource side, to cover variation in outturn from forecast

* On capital side, ability to borrow up to £300m per year

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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Devolved revenues and the block grant

* In year that a tax is devolved, the value of revenues raised from
new taxes is deducted from SG’s block grant.

* In future years, Scottish revenues are expected to grow at same
rate as those in rUK. This ‘expected value’ of revenues is deducted

from Scotland’s block grant.

* If Scottish revenues grow faster than those in rUK, Scottish budget
is ‘better off’ than without powers. But if Scottish revenues grow
slower than those of rUK, Scottish budget is worse off.

* Thus there are two ways that the SG can raise revenue from the

new taxes:
* By growing revenues in Scotland more quickly than the equivalent
revenues in rUK

* By increasing a tax rate in Scotland

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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The ‘vow’ and the Smith Commission

*Full devolution of income tax (on non-savings,
non-dividend income)

* Assignment of half of VAT revenues raised in
Scotland

* Air Passenger Duty
* Aggregates Levy

*Further borrowing powers?

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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The Scottish Government’s evolving tax powers

______________Revenue, 2013/14 (£bn)

Non-domestic Rates £2.5 Already
Council Tax £2.0 devolved
Landfill Tax £0.1
Stamp Duties (LBTT) £0.4 | Scotland Act

2012
10p rate of income tax £4.7
Income Tax £109
Air Passenger Duty £0.25 _

= Smith proposals

Aggregates Levy £0.05
Assigned VAT £5.0

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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The ‘vow’ and the Smith Commission

50,000
45000 Smith Commission objectives:
e _ 'Strengthen the Scottish Parliament’s
40,000 - ‘ ability to pursue its own vision, goals
and objectives’
35,000 - 'Increase the parliament’s
m—— accountability and responsibility for
30,000 - VFI the effects of its decisions and their
resulting benefits and costs
E 25,000 -
existing revenue [N v
20,000 4 responsibilities
Assigned VAT
15,000 -
10,000 + Income tax
5,000 - |
: . =,

Devolved expenditure Devolved revenues
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Income tax: policy options and constraints

* Changes to the 10p rate:
* Increase to 11p: revenues grow £440m
* Increase to 12p: revenues grow £850m
* Challenge: would be seen as regressive tax changes

* Raising the upper rate from 40p to 41p
* Would raise about £40-£50m

* Raising the additional rate from 45p to 50p:

 This would affect the 0.5% of Scottish taxpayers (0.3% of population) who pay the
additional rate (income > £150,000)... little revenue raised

* Constraints

* Behavioural responses to tax rises? May include: changes to work effort; changing
participation in labour force; migration; tax avoidance/evasion; discouraging in-migration

* Top 1% of income taxpayers account for around 20% liabilities
* Evidence on responses subject to great uncertainty

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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Other tax-raising powers

* Land and Buildings Transactions Tax (LBTT):
* More progressive structure seems to have slowed sales
* Spending Review revised down forecasts of revenues by £100m
* Will SG follow UK in raising LBTT on sales of buy-to-let or second homes?

* Air Passenger Duty
* SG commitment to reduce APD by 50% by end of next Parliament

* Justified on basis that long-run economic benefits will outweigh ST revenue costs

* Council Tax
* Has been frozen since 2007/8

* Freeze costs an additional £70m per year (i.e. £0.5bn now)

* Will forthcoming report of Commission on Local Tax Reform influence a more
fundamental redesign of local taxation?

* Business rates (Non-Domestic Rates):
* From October this year, Local Authorities gained power to cut (but not increase) NDR

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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Constraints on the spending side

* Resource spending:
* SG’s grant will decline by 5% in real terms to 2019/20
This is faster rate of decline than during the last parliament

If health spending is increased by 3% in real terms, implies 12% cut for other depts

Other ‘protections’: schools, childcare, concessionary travel, tuition fees, undoing UK
‘welfare cuts’

* Taking into these protections implies real terms cuts >15% for other departments

* Capital spending

* Grant for capital spend to increase 5% in real terms (from £3 to £3.2bn) over period to
2019/20

* SG gained ability to borrow up to 10% of capital budget in April 2015
* Fully utilising these borrowing powers in 2015/16

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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Conclusions

* Scottish Government gaining substantial new revenue raising
powers

* But likely to be economically and politically constrained in how it
uses them

* Scottish budget likely to face further fiscal squeeze over the period
to 2019/20

* To-date, Scottish Government shown limited appetite for tax rises

* Revenue-raising more likely in the context of ‘undoing’ cuts to
welfare/ health?

* Reiterates importance of seeking innovative funding solutions,
rather than reliance of ‘traditional’ fiscal policy

@CCC_Research :: www.centreonconstitutionalchange.ac.uk
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Banking for the Common Good

Gemma Bone
Link Economics Workshop — Tools for Transition
8th December 2015




Banking System

m |nstability— Highly concentrated system:
by size - 2 banks = 70% market in Scotland.

by type - universal, shareholder banks

m Failure to invest — Instead privileges wildly excessive speculative lending to
projects which undermine environmental goals

m Unaccountable, Undemocratic — the system is structurally unable to
respond to local (or even national) needs



A Proven Success: Learning From
Elsewhere

m National Investment Banks (NIB’s)

Government sponsored or funded institutions which provide strategic and
long-term finance to industry

A study of 128 countries found that significant government ownership of
banks between 1995-2007 was associated with higher growth of between
1.6-1.9% per annum

In most cases, NIB’s are structured at arms length from governments and
do not add to public sector deficits

KfW, the German Investment Bank focuses the majority of its lending on
renewable energy and what we would term ‘transition” —even setting new
standards for low energy housing.



A Proven Success: Learning From
Elsewhere

m Stakeholder Banks

Include German Sparkassen, Swiss Cantonal banks, credit unions in the US
and Canada

Promote financial inclusion through explicit aims to serve the under-
served and by providing an extensive branch network

Positive impact on local and regional development, extensive lending to
SME’s, have a rebalancing effect nationally

Make economies more stable and less subject to shocks

Often help to channel National Investment Bank funds down through to
the local level using local expertise



Banking sector split of national and
regional/local banks

Brazil Canada Germany

Japan

B Naticnal Banks @ Regicnal/Local Banks




Banks Market Share of Deposits by
Ownership Type

Germany Key
Spain B Commercial
France B Co-op
Metherands B Fublic savings

Austria
Korea
Italy
United States

Japan
United Kingdom

Canada




What does this mean for Scotland?

m National Investment Banks can play a key role in financing investment in infrastructure
and can create positive returns on these investments, helping long-term fiscal
sustainability.

m Successful national investment banks tend to rely on a vibrant local, regional or
municipal banking sector to distribute loans. As Scotland does not currently have such
a sector, this would have to be developed in tandem with a National Investment Bank
to ensure maximum social and financial returns.

m Local, regional and municipal ‘stakeholder banks’ in other developed countries add
economic value by filling the gaps where commercial banks are unwilling to go - such
as provision of patient capital, relationships with small businesses, serving the
financially excluded, and maintaining a presence in remote rural areas. They also
appear to have a positive impact on financial stability. This should be a key aim of any
new banking system in Scotland.



A whole new system

m Scottish National Investment Bank

To leverage funds to invest in much needed infrastructure — public sector
house building, local and national infrastructure, zero-carbon transition,
and local banking

m People’s Banking Network

To create banking systems architecture as a publically available good and
to pool risks and rewards

m People’s Banks

A network of small, local banks, driven by the needs of the local
communities they serve



Scottish National Investment Bank

m Publicly owned by the Scottish Government and Local Authorities,
built upon the current Scottish Investment Bank but given the power
to act as a bank and leverage much greater sums for investment

m Mandate set democratically, but could be similar to European
Investment Bank:

To promote sustainable development and employment potential
To promote economic and social cohesion and a safe, stable economy

To further environmental sustainability

m Would be able to issue bonds, perfect for long-term patient capital
needed for new and renewable technologies (and more ethical
pension funds!)



How much could it leverage?

m ‘Paid in’ capital versus ‘subscribed’ capital, able to leverage around 2.5
times the ‘subscribed’ amount.

m E.g. European Investment Bank
‘Subscribed’ UK share = €39 billion | Total =€242.4 billion
‘Paid in” UK share = €1.9 billion (20%) | Total = €21.6 billion
Balance Sheet Total = €542 billion

m So, if there is currently an estimated £1.7 billion in Scottish pension
funds which is currently invested in fossil fuels, even if we could only
reinvest those funds into the SNIB as ‘paid in capital’, without adding any
Scottish Government Funds, the SNIB would in theory have up to £8.5
billion in ‘subscribed capital’ which would then enable a further 2.5 of
leveraging creating £21.25 billion of overall investment.



How do we create this system?

m We would like to see the Scottish Government convene a taskforce
to look at these proposals in greater depth with a much wider
consultation to find the exact workable models which can get around
current constraints.

m Read our paper, think on the proposals, and join the discussion!

m In particular, it would be productive to look at how the mechanisms
provided by a new Scottish banking system could tie in with ideas of
Green QE and pension fund investment
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WHERE DOES THE MONEY GO?

51% 31%

““l ~Credit cards and

Housin Financial :
g Non-financial business oersonal loans




There is an
alternative...




“I'W]e will continue to maximize investment in our
nation’s infrastructure, using both capital
spending, new borrowing powers and a range of
innovative finance mechanisms.” (SNP)



No Reason The Money Created to Stimulate
Lending, Could Be Used Instead to Stimulate
Transition to Green Economy




Financing the Investment Gap
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Some emplovees use
thelr extra incorme o pay
down debis to the banks.

Thiz deleverages the

banking sector and
makes it safer
With Less howsehold debt and more
spending in the economy. banks are
more likely 1o be willing to lend to
housebuodds and basinesses

" 7 Mloney contlinaes 1w clroulate

tn the economy between employers
and households, providing 2 further

boost 1o the economy. Every £106n
of soney creabed could fead
]
o around E28ba of spending

The Bank of England ebectronically The government uses the money 1o pay
creates £10bn of new money and adds compantes W build afordable housing,

it Ios the _|_E,l.|'l.'|.'|:||:|'.|-."|:|L'-.- bank accoum clean COETRY infrastruciure ete.

1. 2

BANK OF ENGLAND

Companies hire people and
pay their emplovees

PP
\%6 HOUSEHOLDS
% (4

Emplovees then spend thelr salaries
ol F

(afier tax] providing a secomd wave of Employers and employees pay [ax on
F spending in the econoimy this mew inceme, 50 for every £E0bn created,
o povernment eveniually recerves an
- i 5 1
a extea £5 600 i A% revenue

' cB- Bridging the gag: Backing the construction sector to generate pobs fune 22



Current Scope...RECYCLING QE

* Bonds will mature at the end of the year, roughly £20 billion
on average

* Lobby Westminster to Change the Asset Class Under Current
QE (Change the Types of Bonds Being Purchased)



Long-Term Scope...QE For People

Instead of Lowering Interest Rates to Stimulate Demand
(Increasing Private Sector Debt)...

Update Available Toolbox for Monetary Policy so we can
Stimulate in a Green Way



HOW
MUCH?

Money
Creation
Committee
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Green Infrastructure Projects

* Projects need to be Shovel Ready

* |deally Scalable — so that projects can
absorb more funding if more stimulus
Is deemed necessary



Common Criticisms

Hyperinflation
Lack of Democracy

Irreversibility



Environment Link Seminar — 8 December 2015
-

Scottish pension
funds investing in low
carbon infrastructure

Dave Watson

Head of Bargaining & Campaigns

UNISON Scotland
UNISON

Scotland



Scottish Local Government Pension Scheme

+2*Scotland’s largest pension scheme

~ £27bn assets o
+2*Only ‘funded’ public sector scheme -
® Property
+;» Administered by11 individual funds ~ind
~ 217,000 active members
> 125,317 deferred members Asset Class Proportion
- 162,808 pensioners e —
+s*Financially strong: 94% to 100% e =
funded Poper
* . . . Cash 4%
+*Exists to pay pension benefits Other 5%
A >
UNISON

Scotland



(Governance

National Scheme Advisory Board

UNISON Scotland

Trade unions

Trade unions

Employers

Joint meeting

Councillors from administering authority

|¢

Pension Boards (Fund level)

Employers

Pension Committees (Fund level)

|

Others (minority)

UNISON

Scotland



Case for infrastructure investment

UNISON Scotland

+%*Long term cash flows

o _ Fundin
= Ontario in Scottish gas networks alr‘,d buﬁding
= Alternative to low bond yields the homes
. C . : Scotland
+,*Active investment transaction costs needs
+*Risky fossil fuel investments
+s»Public duties — Climate Change Act S
+*3*Public money, ethically invested S
+»*What members want
\tﬂ_—\w\\)
UNISON

Scotland



Barriers

+;*Scale of pension funds

> POO“ng fu nds in E&W by Pubsed 1 November 2015
. . m 5th Report, 2015 (S:;;[)Vr& :g
"’ EX p e rt I S e The Scoiush P::Iiomsm
Parlamaid no hAlba
= External Fund managers v In-House
> |Infrastructure knowled ge Local Government and Regeneration Committee
< . Report on Pension Fund
o0
4 InveStment regulatlons Investment in Infrastructure and
‘ . . 1
+;*Fiduciary duty b
*
**Rate of return — 5%
*
**Culture T

Scotland



Conclusion

+***Major Scottish financial resource
*s*Meet pension fund requirements in part
+**Political and member demand
+?*Qvercome barriers

+*Pensions exist to pay pension benefits

UNISON

Scotland
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for people’s ownership of renewable energy % W the Earth
o Scotland
) Financing community energy
' o aP e Anne Schiffer, energy campaigner
? % Friends of the Earth Scotland
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for people’s ownership of renewable energy the Earth
Scotland

UK financial support mechanisms for
renewable energy

* Renewables obligation certificates (ROCs) available until 2017

* Feed-in Tariff (FIT) pre-accreditation

» Seed Enterprise Investment Scheme (SEIS) and Enterprise
Investment Scheme (EIS) will be merged

* FITs
 Renewable Heat Incentive (RHO)
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Scotland

FormeUK financial support mechanisms for
renewable energy

Wil close early
* Renewables obligation certificates (ROCs) available-urti-2647

-—Feeel-rn—'Fa-H#HF-FF)-pFe-aeeFed-l-tat-len— scrapped

-I-mest-men—t—%eheme—é%l%é—xmﬂ-bemergm scrapped
* FITs will be drastically reduced

» Renewable Heat Incentive (RHO) 7

B
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r people’s ownership of renewable energy the Earth
Scotland

FormeUK financial support mechanisms for
renewable energy

Wil close early
* Renewables obligation certificates (ROCs) available-urti-2647

-—Feeel-rn—'Fa-H#HF-FF)-pFe-aeeFed-l-tat-len— scrapped

-I-mest-men—t—Seheme—éElSé—wm-bemergm scrapped
* FITs will be drastically reduced

- Renewable Heat Incentive (RHO) 77




the Earth
Scotland

Scottish energy devolution?
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Register Resources Businesses Ownership

FINANCIAL SUPPORT
AVAILABLE

» Learn more
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500MW by 2020

“community & locally owned”




domestic renewable electricity

100% by 2020
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500MW by 2020

“community & locally owned”




K&

COMMUNITY

POWER

for people’s ownership of renewable energy

Y

-
N
O
N
>
O
=
O
=

community & locally owned”

1




”

community & locally owned

2GW by 2030

1

i




AR
COMMUNITY
POWER

for people’s ownership of renewable energy

X

Raising money from
people through
shares
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Raising money from |

people through
shares

» Co-operatives outside
of UK

« UK Community Benefit
Societies (Bencoms)

L1
.....
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$10,001 uso

raised by 189 people in 1 month

Raising money for
projects through |ET'S MAKE AN ENERGY
crowdfunding NDEPENDEN T SCHOOL  rnerons &

CAMPAIGN CLOSED

This campaign ended on January 30,
2014

03:38
>
IN PARTNERSHIP WITH

The most beautiful school in Croatia that wants to

become one of the first energy independent R
schools in the world.

https://www.indiegogo.com/projects/energy-independent-school#/
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$10,001 uso

raised by 189 people in 1 month

Raising money for .
projects  through [ETS MAKE ANENERGY [

crowdfunding INDEPENDENT SCHOOL b=

CAMPAIGN CLOSED

This campaign ended on January 30,
2014

* Microgenius p o8
o

Ab un d un d dance The most beautiful school in Croatia that wants to
o | N d |g Og O become one of the first energy independent W S

schools in the world.

IN PARTNERSHIP WITH




ab Un A,ﬂn (‘,,3* Invest Sell Howitworks Risks Aboutus Blog & Signup | Signin

Investments that build a better world

Abundance offers peer-to-peer investments that create something good for the
environment and society, without compromising on your financial returns.

You can invest directly in a range of projects with Abundance, which offer social and environmental benefits as
well as a long term, bank beating income. It's a way for you to take control and create a more secure future for your
finances, your family and the world you live in.

o 14

g projects funded

£917,283

returned to investors

® £14,281,102

invested in projects

Your capital is at risk. Debentures are long term investments and may not be readily realisable. Head the full risks,
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Climate Alliance
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#-N citizenersgy

' Your power.
Take part in the European energy
revielution.

Climate Alliance
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If commercial (and
ethical) banks fall to
deliver, start your
own

chanke
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for people’s ownership of renewable energy

Y i.}..m;g’_ #
¥

%
%

Fossil
fuels












COSTS OVER A 20-YEARLIFE SPAN
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Thank you for listening
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aschiffer@foe-scotland.org.uk

@AnneSchiffer
www.communitypower.scot

This document has been produced with the financial assistance of the European Union. The sole
responsibility for the content of this presentation lies with the authors. It does not necessarily reflect the
opinion of the European Union. Neither EASME, nor the European Commission and the Scottish
Government are not responsible for any use that may be made of the information contained therein.
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{ IUCN | tiescamme

Peatland Programme

Introducing the

PEATLANDC*DE



THE PEATLAND CHALLENGE

One million hectares of peatlands in good condition
or under restoration management by 2020.

A secure peatland
future depends on the
benefits to society being
reflected in the support
given for sustainable
peatland management.

N

National Committee

IUCN | Sitstkingdom
\I

Peatland Programme

Norrie Russell




DID YOU KNOW...

UK peatlands store half the carbon of that held in the
entire Peruvian rainforest — yet cover only 3% of the area

THAT IS 20 TIMES AS MUCH CARBON
AS IN UK WOODLANDS COMBINED

A 5% loss of our peatlands would equate
to the total UK anthropogenic (man-made)

emissions for a whole year...

i — N S T—
~ \L AND THAT'S NOT ALL:
T“"*-‘;:?;?;Ll;::fﬁ"‘//’." UK PEATLANDS STORE 75% OF
\ .’ | OUR DRINKING WATER AND
PROVIDE HOMES FOR WILDLIFE.

o S
lF:._‘__h_ o N
| T
National Committee

‘. f
\ II‘

". .

\'\ :! ‘ IUCN I United Kingdom

| Peatland Programme



WE ARE ENTERING A NEW ERA

Peatlands are a prime example of a nature-based
solution to global problems.

“Peatland restoration
and conservation are
the low hanging fruit
for climate change
mitigation”

Achim Steiner, United Nations

\ JUCN stz

Peatland Programme

Ben Hall / 2020 VISION




NOTHING IN LIFE IS FOR FREE

“Bees don’t send invoices”

Pavan Sukhdev, Deutshe Bank
- Leader of ‘The Economics of Ecosystems and Biodiversity’ (TEEB)

£1 billion...
... just this year’s
‘invoice’ from the bees*.

So, what'’s the invoice
from Sphagnum mosses?

"

N National Committee

‘ IU United Kingdom

Peatland Programme

- Norrie Russell
- x

010z ABojouyos] pue 8ousiog Joj 8o1lQ Alejuswelled,



A DAMAGED BOG IS NO GOOD TO ANYONE

Yet, 80% of
UK peatlands
are damaged.

L IUCN tzgmmes

Peatland Programme




PEATLAND NATURAL CAPITAL

£ billicns

Asset gain
---------------;

Asset value

AQnEiliurg
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Damaged Unrestored Restored

Time 50 years



THE COSTS

Peatland restoration — an established, tried and
tested mechanism

100ha site over 30 years

Co-benefits: Increased
biodiversity

GHG savings:
22,000 CO.e
Equal to 12,000 cars annual emissions

Restoration/ management costs:
£180,000

Carbon market value in 2023:

£660,000
IUCN | Uiteakinacom

Peatland Programme

Margaret Holland




WHAT IS THE...

PEATLANDC*DE

RSPB/SNH

| IUCN | tisscamme

Peatland Programme



KEY INFORMATION PEATLANDC*DE

A voluntary standard for peatland restoration projects in
the UK that want to obtain private funding on the basis of
their climate and other benefits.

Stringent set of requirements for
restoration projects

Assurance for sponsors
18-month pilot phase (ended Summer 2015)

Launched at the World Forum on Natural
Capital in Edinburgh in November 2015 = 8

IUCN | Uitcskinedom

Not an offsetting scheme.

Peatland Programme



FOR BUSINESSES PEATLANDC*DE

There are several benefits available to businesses that
sign up to the Peatland Code:

» Reduced cost (in some sectors)

» Supporting natural capital — a growing area
of interest

« Demonstrate responsibility towards

the environment Restoration in Exmoor

funded by South West Water

» Future possibility of meeting
environmental obligations

| IUCN | tisscamme

» Promotion opportunity for brands and

products associated with peatlands.
Peatland Programme



FOR LAND MANAGERS PEATLANDC3*DE

The Peatland Code has been designed with advice from
the land managing community.

* Any income associated is on top of
agricultural payments via the Common
Agricultural Policy (CAP)

« A minimum 30 year contract has been set

* Prices are negotiated with the business
. . PAYMENTS AND
providing the funding: [ RESTORATION BEGINS j
 Bi-laterally or via a Project Developer .
' National Committee
» To cover costs of restoration work plus IUCN | kedcingaom

maintenance payments — there is no set rate,

this is agreed between the buyer and seller. Peatland Programme



NEXT STEPS PEATLANDC*DE

The process has only just begun, currently we are:

* |dentifying ‘shovel ready’ projects

» Establishing a formal governing body

» Appointing a third party Certification Body(ies)
» Creating a restoration good practice guidance

* |ldentifying projects and potential buyers in this

next phase
* Developing synergies with the Woodland - National Gommitt
Carbon Code IUCN I Uﬁi;ce)gaKinggloTT: =€

« Plan to obtain accreditation. Peatland Programme



FIND OUT MORE

Web: www.iucn-uk-peatlandprogramme.org

Email: clifton.bain@iucn.org.uk

o

\ JUCN stz

Peatland Programme



What practical things
are happening now to
divest and reinvest?

Ric Lander, Friends of the Earth

Scotland
Friends of DIVEST

scotiana OCOTLAND



Making the financial case

= fioh Q THE UPSHOT | One of the World's Most Powerful Central Bankers Is Worried About Climate Cha
s tl d [ \"-' L | THE NEW HEALTH CARE MORTALITY RATES " » ECONOMIC VIEW
co a n “’ Your New Medical Team: & In Other Countries, You're . Don't Assume a Fed A
1%&; y  Algorithms and Physicians as Likely to Be Killed by a . . s Wil Move the Market|
al‘ld tl‘e Y Falling ObjectasbyaCun . ~ e -
ECONOMIC TRENDS
Carbon
’
Bubble One of the World’s Most Powerful Central
Bankers Is Worried About Climate Change
SEPT. 30, 2015
i A new speech about climate
| a change is fascinating both for
y what it says and who said it.
.
Neil Irwin Mark Carney,

g BaskofEng|  We don’t need an army of actuaries to tell us that the catastrophic impacts

‘f‘i;“;'”g t;“m; of climate change will be felt beyond the traditional horizons of most actors
risks for the g

e et Emai global financi{ — imposing a cost on future generations that the current generation has no
husiessecan! direct incentive to fix,” he said. “In other words, once climate change
Vi becomes a defining issue for financial stability, it may already be too late.”

ft.com > markats > ftim > Regisier

Investment Strategy

DivestInvest

Join the global movement
accelerating the clean ener,

Green funds beat ‘black’ funds over 2 n sltmn
Jeats rom the pe

[l share @ [ Author slerts 1 j Frint  Clip this article B Comments
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Campaigning on the big banks

T

Fﬂnmrr

e 1
G

= Global
N Justice
Now

The LK's biggest coal barnk, the Royal Bank of Scal
Graup hos respandad o A8 campeign far e
ing companiss sngoy

kick thelr addiction 1o fi

wel 2,700 WDM suppor
amaled REE chiaf éxacufive Ross McEwaon dernar
ot RES pull o

It fhe lether, RES 'S chisd nustainabiify officer, Andred
Ceonva, claims that “lending fo the (1 & Gos ond &
sachon comoined continues to decline and i rex

st IF wis i1 2008, He ciso says thal
Giroup, which abso owrs NatWast, 5 7

lender fo ranewable aneagy projects in the UK, Al

BANKS: DO THE
ARIS PLEL

QUIT COAL

HOME - PLEDGE - SUPPORTERS
‘THE CALL

BloombergBusiness News Markets Insights Video

ells Fargo, Morgan Stanley
Join Banks Edging Away
From Coal

by Alex Nusshaum
W znusehaumi

Navember 20, 2015 — 7-11 PM GMT f W

P Cn eve of climate summit, lenders pladge to limit financing

P Moves follow similar effarts by Gitigroup, Bank of America

Wells Fargo & Co.and Morgan Stanley became the latest big banks Monday to promise to
cut their suppott for the coal industry in the name of reducing the pollution blamed for
global warming.




Fossil free institutions

people & planet

football opinion culture business lifestyle fashion environment tech travel

b change wildlife energy pollution

Glasgow becomes first university in
Europe to divest from fossil fuels

University court votes to divest £18m from fossil fuel industry in what
campaigners call ‘dramatic beachhead'

Fossil fuel divestment: a brief history

Politics Tech Sclence  Heath  Education = Entertair

Scotland Scotland Polities  Seolland Business  Edinburgh, Fife & East  Glasgow & West

Edinburgh University to divest from three
fossil fuel companies

(0 26 May 2015 Edinburgh, Fife & East Scotland

Universities divest for Paris

Two years after ( ent ) , a total of 17 universities have
now taken action to ciean up the:r muestments The following universities have
committed fo go completely fossil free:

+ University of Bedfordshire

« Oxford Brookes University

« University of Sheffield

s University of Surrey

+ University of Warwick

» University of the Arts London
+ SOAS, University of London
» University of Glasgow

A further eight universities have also divested from coal and tar sands, inc!uding
Scotland's own Heriot-Watt University and University of Edinburgh. !
e and find out about university divestment via People & Pla

1

HTNOW

o> towards fossil free Churches

ABOUT THE CAMPAIGN

Towards fossil free Churches

We believe that churches need to disinvest from fossil fuel
companies if they are to retain their integrity in the face of
climate change.




Divesting public pensions

Sunday Herald
20 September 2015
3

Scoftish local

smtemd Public sector pension

i fuel firms

EXCLUSIVE
BY ROB EDWARDS

HE pension funds af
S00,000 public sector
workers in Scotlund
are nvesting  mearly
£1.7 billion into fossil
fuie] corporations.

An investigation by
envirpnmental groups hes revealed
the Buge and increasing sums of mon-
ey local gover nment pension schemes
are pouring into 'dirty investments’
like coal, oil and gas companies -
despite the dangers they pose to the
planet.

The investments have been con-
demned by trade unionists, polit-
cians and pension fund members.

They are demanding councils pall
out of fossil fuels, and pul money
imo clean energy, housing and other
socially useful projects.

Multi-billion-pownd persion funds
covering hundreds of public sector
bodies are run by 11 local autherity
organisations across Scotland.

Using Preedom of Information re-
ers have calculaied

how much s being invested in magor
finasil fuel companics.

The total tops £1.6 equive
lent to £311 for every res of Scot-

land

The most money - £56 million
poes 1o the coal and metal mining
ginnt, Rio Tinto, followed by £39 mil-
lign to the UK oil company, BP and
£33 million to the Ialinn oil firm,
ENL

Critics say that the marke! value of
fossl fuels is falling a5 environmen:
tal risks become clearer, and action is
taken to cut climate pofiution

Major Scottish bodies indluding

and the United Reform Church have
already moved fo withdraw funds
from fossil fuel firms.

Globally, around 400 institutipn:
have decided to pull many billions of
pounds worth of investments.

“Communitics around the worl

mental destruction that comes with
coal mining, fracking and deepasa
oil," said Ric Lander from Friends of
the Barth Scotland, one of the groups
that compilad the data.

“Cour pension money shouldn't be
fiselling this damage.

"At & time when public resources
are being squeesed, we should be re
directing this money to socially use-
ful projects.”

Dave Watson, Scottksh organiser
for the trade union, Unison, which

3 03 |0 Spuali4 =ainoe

pusliong L

Gl and Edinburgh unbversities |

| aain] | e o risk ol S thesr
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are calling for an end to the environ- |

funds m Scotland
ploughing £1.7bn into
“dirty investments’

hias 50,000 members in the pension
schemes, pointed out councils had &
legal duty to cut carbon emissions.

“Divesting from fossal Foels is the
prudent way for councils to meet
both their fiduciary duty 1o members
and their public law dutics” he add-
ed

Green MSP Alison Johnstone ac
cused local authoritles of being “recl
less™ with employees’ money.

“Oil, gas and coal are running
oat, and the fossil fuel industry is no
Innger & sustainable, sensible invest:
ment choice,” the

Independent councillor Jim Orr. &
member of Edinburgh City Council’s
pensions committer, described fossil
fuels as “unsustainable”,

He called on pensson scheme mem-
bers to press for investment strategies
o change,

Kirsty Moble, a member of the
Strathclyde pension  fund, wrged
councils io take the lead

“These investments are Increas
ingly risky and local authority funds
seem to be mm:im«‘.," she said

According to the Convention of
Scottish Local Authoritles (COSLAY

ft.com > markets > ftfm >

Pensions Industry

October 18, 2015 7:04 am

pension move

Chris Newlands

assets in accordance with the UN-agreed principles of preventing global
temperatures from rising by more than 2C.

month showed nearly 4
= off the value of coal iny
More ... fundsoverthepasti8

on schemes to pull out
companies.
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Environment Agency makes landmark
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The UK’s Environment Agency Pension Fund is to become the ﬁrst scheme to

The landmark move will lead the £2.gbn pension scheme to cut its exposure t
by 90 per cent over the next five years and reduce its exposure to oil and gas b)

o @ o The decision comes after research published thi:

en g
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South Yorkshire Pension Fund Commits To Low Carbon
Investments Ahead Of Paris Climate Talks

Monday, November 23rd, 2015 By

Ahead of upcoming climate talks in Paris,
South Yorkshire Pension Fund has committed
to low carbon investment policies that exclude
‘pure’ coal and tar sands companies from its
portfolio. The decision, taken at the Investment
Board meeting, acknowledged that ‘there
should be a long term tilt towards a low carbon
economy within its portfolios’ and ‘agreed to
monitor carbon risk.’ The fund invests over
£317 million in fossil fuels, roughly 5.7% of
total investments.

The Investment Board also formally confirmed it has

divested from "pure’ coal and tar sands companies, noting
that coal is the ‘most polluting' fossil fuel. However, the

board also emphasised policies of 'active engagement’ with fossil fuel companies, rejecting suggestions to
divest further.
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In the Scottish Parliament

MSPs call for council staff
pensions to be used to build o
affordable homes gl B

1 December 2015

C8amexns HED

Council pension funds should invest
more capital in local projects such as
affordable housing despite the “risks”
involved, according to a committee of
MSPs.
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Fund will investin 300 new houses| (s
20th April 2015 i ac "
n Tim Sharp, City Editor / Monday 14 April 2014 / Business 12:12 pm EXC11]:S 1ve. COl dly amoral
' . Liam O'Hare Scottish Parliament refuses to
S consider ethical investment
S policy as it could cost 2% of
FALKIRK Council Pension Fund has handed fund _ 000 _ a_n]_’]_ual prOf]_tS
manager Hearthstone Investments a £30 million 465 Shares
mandate to invest in social and affordable housing 3 Comments
in Scotland.
It is the first tranche of money to be awarded to a :::::;::mm Tavish Scott,
new Housing Fund for Scotland, managed by John Finnie

Hearthstone, which the firm hopes will raise £250m
to invest in Scottish homes.




Moving the money:
more information

* Newsletter, reports, advice, case studies for
individual supporters and groups at
www.foe-scotland.org.uk/divest

* Organisations wanting to support divestment
can join the UK Divestment Forum

 Email: rlander@foe-scotland.org.uk
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