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' Disclaimer Em

GET FiT
ZAMBIA

* The small hydro component of GET FiT Zambia is still being
designed.

* This presetentation summarizes the current plans, intentions and
principles of the GET FiT team as to the design of the eventual
procurement and support.

* One of the aims of the presentation is to solicit feedback and
views from stakeholders to inform the final design.

* All content is subject to change until launch of the RFP,
tentatively set for Q3 20109.
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' The Implementation Consultancy: Our consortium

The PIC consortium consists of Multiconsult Norge AS as the consortium lead, a
London-based legal consulting firm Trinity International LLP, the Zambian

engineering consultancy Rankin Engineering consultants and the Zambian legal
counsel Chibesakunda & Co.

/ Core Implementation \
Firm

'Multiconsult

Zambian.
Engineering.
Track-record

International.
Legal counsel.
Expertise.

RANKIN

................

Zambian.
Legal counsel.
Reputable.

CHIBESAKUNDA&CO.
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' Introducing Multiconsult m

GET FiT
ZAMBIA
¥ [aon) PROJECT MANAGEMENT & CONTROL | OWNERS ENGINEERING
7 oan
> ()

WINDPOWER HYDROPOWER SOLARPV

RENEWABLE ENERGY

BUSI N ESS AREA % E RLANING CON;EPT DETAIL 0&M
FULL VALUE CHAIN AND SUPPOR

o | CONSTRUCT.
ENGINEERING
‘_m_l CONSENTS STFS;?ES SUPERVISION | - pGapes
STORAGE DISTRIBUTION

ESIA ENERGY ANALYSIS, RESEARCH & ADVISORY
EFFICIENTBUILDINGS

GLOBAL KNOWLEDGE — LOCAL EXPERIENCE

1908 Founded

2.800 Employees
2.968 MNOK

Operating revenue (2016)
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' OUR PIC TEAM

. International Expert
o)

Zambian Expert

' D

Public Relations

Dailesi Njobvu

Project Director & HQ
Coordinator

GET FiT Zambia Resident

GET FiT
ZAMBIA

HQ Responsible including
administratie, QA &
liance mgmt.

Ryan Anderson 1

Director
Judith Raphael 1

primary point of contact for i

't & stakeholders.

Solar PV Expert Small Hydro Envn’fmment & Electrical Expert Flnance.- Market & Policy Monltorl.ng & Legal Affairs Contracting &
Expert Social Expert Economist Expert Evaluation Procurement
Dr. Bjgrn Thorud Arne Koksaster Svein-Erik Hérklau Sverre Gjerde Judith Raphael Ryan Anderson Mari Sofie Furu Paul Biggs
Environmental . W
Eince \ Legal Advisory Procurement |
@ystein Holm Chris Stubberfield L Chibale Zimba Lester Kalamba Peter Hutchison Benon bi Jan Ohlenbusch Robin Durairajah Eustace Ngoma
. : I J L I L L
Socio-Economic Electrical
& Resettlement Engineer
78D Asbjern Halvorsen Expert Percy Mushambi Andrew Gray
b b Litumelo Mate . h | i
Geote.chnlcal Elec_tncal Land Acquisition
Engineer Engineer [
Sam-Joe Kabati Sabuni Chewe Eustace Ngoma
Irene Koksaeter
Hydrologist
Hamed Javaheri
' N ~
Dedicated technical back-stopping and QA: Dedicated finance, policy, legal back-stopping and QA:
Per Lindberg (Multiconsult), Christopher Grant (Multiconsult), Christopher Ruud (Multiconsult), Joakim Arntsen (Mutliconsult), Mwelwa Chibesakunda
Jorn Stave (Multiconsult), Trond Aas (Multiconsult) (Chibesakunda&Co)
N A )
(

Pool of 350 energy experts and specialists available for support and targeted requirements. Local and international staff.
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Ex-ante: Establishing the framework
and mitigating risks for IPPs

Standardized transaction documents
Taking a portfolio approach to justify
added efforts from Governmental
counterparts

Attract and facilitate appropriate project
finance and risk mitigating instruments
Clarifying regulatory frameworks
Streamlining frameworks where
required

Offering clarity, transparency and
capacity as counterparts — to the market

Multiconsult

GET FiT designed to be a path breaker

Realizing a first group renewable IPPs

3

GET FiT
ZAMBIA

Ex-post: Facilitating financial close,
implementation and compliance

Facilitating the realization of a portfolio
of projects — rather than individuals
Representing neutral counterpart with
the expertise and capacity to trouble
shoot

Represent interests of Government and
ZESCO, while appreciating the
views/concerns of developers and
investors

Ensure successful implementation of
200MWs of renewable IPPs



GET FiT Zambia Toolbox
The five components of the GET FiT Toolbox address barriers to
realizing small RE IPPs

&

Procurement &
Transactions

Lack of credibility
amongst investors
that procurement
efforts will result in
execution.

Multiconsult

GET FiT ZAMBIA TOOLBOX

$&

Debt & Risk

Mitigation Facility

”/\

Individual small
projects unable to
attract appropriate

financing and

associated DD

)

Viability Gap
Funding

High cost of capital
for renewable
transition and new
REFiTs yet untested

BARRIERS & GAPS

Grid
Facility

Capacity constraints
for integration and
operation of
decentralized
intermittent RE, and
rural electrification
opportunities being
overlooked

GET FiT
ZAMBIA

Technical
Assistance

Skills gaps and
capacity constraints
in becoming
credible counterpart
to investors

b {
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Context: REFiTs m

GET FiT

Targeting the long-term sustainable tariff levels ZAMBIA
USc Tariff per kWh for each size
5. 13.79¢
c 10.97¢
S~—]— 10.07¢ 8.95¢ 8.87c
I0c
5c
Oc
S R R R S R R SR SR I
O g T T T (e
Plant Size
(MW) IMW | 2MW | 3MW | 4MW | 5MW | 6MW | 7MW | sMW | 9MW | 1oMW
(ngf;kwm 13.79c  1246c 1182  I136c  1097c  1092c  10.62c  10.44c  1036c  10.07c
(ngf;kwm 983c  954c  925c  897c  895c 892 889  886c 884 882
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GET FiT

VGF added on top of REFiT (illustrative example of Usc 1/kWh below) ZAMBIA

' VGF Feature I: A top-up to the REFiT gm

14

14,79 USc/kWh

11,97 USc/kWh

' 11,07 USc/kWh

| GETFiT
4 Premium
10
9,95 USc/kWh
- 8
=
<
A
6
- ZESCO Tariff
4
2
0
5 MW 10 MW 15 MW

W ZESCO Tariff = GET FiT Premium
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VGF Feature ll: Front-loaded

GET FiT
Providing early cash flows and facilitating financing (example) ZAMBIA
* GET FiT Premium is a 25yr support paid at Example: Revenue profile of a 10MW hydro plant
COD and the first two years of operation to 8
ensure sufficient and secure cash-flows to , e
the IPP in early years. 63musp &2 IS
6
* For a 10MW project, total nominal support 5
is about MUSD 4.7 the first three years of 3,
operation. s
3
* 50% of the premium’s NPV is disbursed at 2
COD and the remaining at the end of years .
1 and 2 of operation.
0
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

* RBF: Total amount paid is adjusted

according to actual production/energy Assumptions:

sales. . Starting tariff: 10.07 USc/kWh
e GFPP: 1.0 Usc/kWh
* GET FiT premium discount rate: 12%

Multiconsult 13
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VGF Feature lll: Development Finance Agreement Em

GET FiT
Revenues from a separate credit worthy source ZAMBIA

* The VGF will be a separate agreement between the developer
and the donor — KFW

* Cash flow and payment certainty as the contract is with a credit
worthy entity

* The developer will need to meet some minimum stated
criteria/obligations, e.g. achievement of COD

Multiconsult 14



VGF Feature IV: Element of price discovery Em

Project-specific VGF levels will have an element of competition ZAMBIA

VGF will not be a flat pre-determined level (as in Uganda)

Instead, bidders will be required to bid in the level of VGF (Usc/kWh)

Subject to meeting the minimum technical criteria, the awards are expected to made

according one of following regimes:

- - a combined technical and financial scoring with subsequent ranking used
to allocate funding until the funding window is utilised

- a two step-award based on (i) projects must achieve a minimum
technical score, and ii) once projects achieve the minimum they are ranked
according to the bid VGF and awarded in that order until the funding window is
utilized.

It is expected that this competitive aspect will be complemented by a cap on the VGF

level in the range of 1-1.5 Usc/kWh (the likely range of the cap)

That is, Bidders will be invited to bid in a VGF level of up to a maximum of between 1-

1.5 Usc (TBD)

The exact nature of the competition and final level of the cap will be further
elaborated as the launch of the RFP approaches

Multiconsult 15
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GET FiT considering the realities in Zambia

Selection of projects currently being investigated

Mulficonsult

Distance to nearest connection point, [km]
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' Grid Compensation Mechanism

How much would the connection capex add to the REFiT?

* For a 30km connector, two Options have REFiT split into generation tariff, transmission
been modelled: costs and GET FiT premium
14

— 33kv: 0.9 MUSD 11.3 USc/kWh

10.4

— 66kv: 3.5 MUSD 12 10.1 USc/kWh USc/kWh

10 X .
* To recover the capex + 12% return,
would require additional premium of 0.3
and 1.2 respectively
— 3% and 12% increase on the REFiT for
a 10MW plant
0

USc/kWh
) [+

SN

N

GETFiT Premium GETFiT Premium & GETFiT Premium &
33kV Line 66kV Line

B ZESCO Tariff ~ ® Transmission Costs B GET FiT Premium

Assumptions:
e Installed capacity: 10MW

Multiconsult * GETFIiT premium discount rate: 12% 18



' Connection costs and compensation Em

GET FiT
Context and balancing of objectives ZAMBIA

* Recognized: costs of connection not currently remunerated by REFIT
* GET FiT Principle: connections preferably managed and financed by IPP

* Recognized: IPP must be remunerated either in form of an «asset
purchase» or increased REFIT

* Need to balance objectives:
— Not exclude attractive projects from eligibility

— Limit costs of connection — ultimately paid by end-users, ZESCO or
partners

— Limit technical losses of connection
— Avoid over/underpaying specific IPPs for connection costs

— Ensure that IPPs are incentivized appropriately as to both selection
of sites and capex v. losses

Multiconsult 19
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' Tentative GFZ Approach to remunerating connection costs Em

Finding the right balance and incentives ZAMBIA

1. A cap of 5% on shallow connection losses

This will require any project that is too far from the grid of a certain size to consider investments to
reduce losses.

2. A cap of 300’- 500’000 per MW in shallow connection costs

This puts a cap of 10-15% of capex on shallow connection costs. Thus, while the 5% cap introduces
a need to invest for some projects, this capex cap puts limits on this —and thus also on the total
support. Only larger projects will justify longer or 66kv solutions.

3. A scoring formula in appraisal scoring that measures levelized cost of shallow

connection and present value of life-time losses

This is meant to favor, larger projects closer to the grid. Further, this should incentivize developers to
«optimize» between losses and capex as they try to maximize this score. The value of the losses in the
formula would be set at the REFiT, to properly reflect the trade-off confronted by ZESCO (losses) and
funding agencies (increased capex).

Levelized cost would be = (present value of connection costs + present value of shallow connection losses) /
present value of total kWh sold to ZESCO.

Multiconsult 20
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Distance to nearest connection point, [km]

The caps and scoring create the right limitations (ZESCO Em
and funders) and provides right incentives (IPP)

80 1 o

2.5 5.0 7.5 10.0 12.5
Capacity, [MW]

Mulficonsult

15.0

17.5

20.0

GET FiT
ZAMBIA

Cap: < USD 300,000/MW

Projects above line
would not be eligible
due to too high
connection costs/MW
in order to meet 5%
loss cap.

21



«22222§§

Y

GET FiT
ZAMBIA

)

Index

Introduction

Context - REFiTs and GET FiT Toolbox

Viability Gap Funding (generation)

Connection costs and remuneration

22



ZAMBIA

Thank you
For your attention

Contact: Judith Raphael
Email:

KIF\W Multiconsult

Funder Programme Owner Implementation Consultant &
Secretariat
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