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1. GLOSSARY

Analytics Sheets
Base Case

Base Currency

Base Year

CAPEX

FTE

GHG

IRR

Leverage Ratios

LLCR

OPEX
Output Sheets
Period Modelled

Planning Tool(s)

Project Cycles &
Planning Sheets

Project IRR

Sensitivity Scenarios

TAB
User Input Sheet

WACC

5 sheets (TABs 9 to 12) that contain the formulas that feed into the Output Sheets.
Refers to the Model’s outputs based on the assumptions inserted in the Input
Sheet before any sensitivities are applied to the assumptions.

Currency selected in $CS84 of the Input Sheet. The currency should normally be
the local currency of the country unless the project will earn revenue in hard
currency and repay debt in hard currency.

Year selected in $C$86 of the Input Sheet. All CAPEX, OPEX, and revenue
assumptions should be input in Base Year terms. The Model will escalate the base
year costs by the inflation percentages selected in the Input Sheet.

Capital expenditures

Full time equivalent

Greenhouse gas emissions

Internal Rate of Return

Leverage ratios are used by many development partners to measure the
effectiveness of their grants and investments in mobilizing private sector capital.
It is calculated for a capital structure by dividing the debt and equity used in the
capital structure by the amount of grants required to finance the investment.

The Loan Life Coverage Ratio (LLCR) is a ratio commonly used in project finance.
The ratio is defined as: Net Present Value of Cashflow Available for Debt Service /
Outstanding Debt over the duration of the project.

Operational expenditures

Overview Sheet and four Stakeholder View Sheets (TABs 2 to 5)

Operational years selected in $C$92 for which operational cashflows will be
forecast by the Model.

Planning sections of the Project Cycles & Planning Sheets

3 sheets covering the project life cycle: (1) project development — the period
project definition and development before implementation (TAB 6); (2) CAPEX —
the period in which the capital expenditures are required to construct the project
before it is operational (TAB 7); (3) OPEX — the period of time the project is
operational and incurring operational expenses (TAB 8)

The Project's Internal Rate of Return is an indicator of the project's profitability,
efficiency, and quality. Project IRR estimates the project's estimated future annual
return, serving as the discount rate at which the net present value of the future
cash flows is equal to the initial investment.

The Model’s Base Case is stressed in six scenarios to access the project’s level of
sensitivity to adverse events: grant levels, interest rates, higher than expected
CAPEX and OPEX, longer or shorter operational periods, and lower than expected
revenues.

Excel worksheet tab

Sheet where users of the Model input their assumptions that feed through to the
calculations in the Model.

The Weighted Average Cost of Capital is an important financial concept that is
widely used in financial circles to test whether a return on investment can exceed
or meet an asset, project, or company's cost of invested capital (equity and debt).
The WACC represents the project’s blended cost of capital across all sources,
including common shares, preferred shares, and debt. The cost of each type of
capital is weighted by its percentage of total capital and added together.



2. OVERVIEW

This generic cashflow financing model (“Model”) is intended to serve as a tool in early project development to
systematically assess and document the potential financial and developmental viability of a project using the
standard metrics employed by providers of finance from the public and private sectors.

The Model is designed to address the lack of finance for critical projects required to achieve climate and
developmental impact. The central problem blocking access to finance for projects is the lack of perceived
“bankability” and “investability.” The Model is intended to improve the project development process itself,
increasing the ability of project owners and their technical partners to be aware of and fulfill the critical success
factors for accessing finance.

The Model is intended for use by project owners and their technical partners in early project definition and pre-
feasibility assessments to estimate funding needs, possible sources, capital structures, and potential impacts
(climate, developmental).

The Model can also be used by project owners in their early outreach to potential providers of finance and risk
mitigation from the public and private sectors. In making their decisions with regards to potential technical
support and funding, providers of finance and risk mitigation routinely require detailed financial models. This
Model is designed using the basic investor requirements for the required submission of financial models.
Therefore, project owners can use the completed Model on their projects in early discussions with targeted
funders to enable them to better understand the project and provide feedback on how to best access finance.

The Model can be used to help define ways to structure a project in alignment with investor requirements and
to communicate key fundamentals of project viability, including:

(1) Serve as a worksheet to systematically estimate potential project costs and funding sources;

(2) Define viable potential blended finance structures, calculating the level of grant funding required to
achieve project bankability/investability;

(3) Calculate preliminary estimates of financial viability such as Internal Rates of Return (IRRs), Weighted
Average Cost of Capital (WACC), benefits to local and national governments (e.g., potential tax
revenues), and impact (climate, developmental);

(4) Test sensitivities of the project to changes in grant levels, interest rates, higher than expected CAPEX and
OPEX, longer or shorter operational periods, and lower than expected revenues;

(5) Set forth estimated climate and development impact (carbon emission reductions, job creation); and

(6) Serve as a critical document to present indicators of project financial and development viability to
potential providers of technical support and finance that can help further develop the project (e.g., local
and national governments, development partners, PPP partners and private sector equity providers,
private sector debt providers).

The key principles underlying the financing modelling approach include the following:

(1) The first critical success factor for projects in the initial development phase is to identify and secure a
combination of funding sources. Depending on the project, the funding could include a wide range of
sources such as the following:

e Public sector support from the local government, intermediary government entities (e.g.,
province, state, etc.), national government (e.g., ministry, funds, national development bank,
etc.), and/or development partners (e.g., development finance institution, bilateral
development partners, climate funds, etc.).

e  Private sector support from corporates (e.g., utilities, suppliers of equipment, etc.), SMEs, banks,
microfinance institutions, social impact investors, funds, etc.




e Non-government organizations such as cooperatives, community service organizations,
foundations, etc.

(2) A blended finance approach can enable a project to reach financial close and become operational by
combining public and private funding in addition to credit enhancements (such as guarantees and first
loss facilities).

e Grants can be used in combination with commercial and concessionary debt to close the funding
gap for projects that generate sufficient revenues/savings.
e The Model calculates the grant required under each of the capital structures to close the funding

gap.

(3) Financial sustainability will be a minimum requirement for providers and finance.

e Financing is more easily obtained if a project’s total revenues/savings are able to cover its total
operational expenditures (OPEX) as funders will consider it to be “financially sustainable.” To
attract blended finance, a project’s revenues, savings, and other funding will need to exceed its
operating costs (see below illustration).

e Projects that are expected to have significant impact could potentially secure grant funding to
fund 100% of the project’s CAPEX provided the project is deemed financially sustainable (i.e.,
able to cover all its OPEX through its revenues, savings, and other funding).

Figure 1. Financing Decision Tree

Do revenues/savings exceed OPEX?

Project will not attract grant or project Do revenues/savings exceed OPEX + CAPEX

development funding from
development partners as not considered

financially sustainable.
Revenues

Revenues cover only

small % of CAPEX

cover

. . Project be able t
Project may be able to support debt. significant% roject may be able to

Three debt-based capital structures raise grants to fund CAPEX
of CAPEX . L .
to be assessed. provided it will achieve

significantimpact. 100%

Project may be able to support debt .
if significant % of CAPEX can be grant funded capital
funded with grants. Threedebt-  Structureis most relevant.

based capital structuresto be
assessed.

(4) Projects which have revenues and other funding sources cover OPEX and CAPEX are most likely to raise
funding for project development.

e Securing adequate funds for the costly project development phase is very difficult. Development
costs can reach 12% of total project cost or even higher for projects smaller projects (i.e., project
costs are less than USS 10 million). In addition, the project development process often requires
several years of dedicated efforts.




e Development partners and project preparation facilities are likely to prioritize limited project
preparation funding for projects that demonstrate financial sustainability and generate
sufficient revenue/savings to cover OPEX and CAPEX.

(5) To secure debt from the public and/or private sectors, it is important that the project be owned and
managed by credible entities with successful development and service track records. If a local
government is not considered “creditworthy,” it may not be able to serve as the project owner unless it
can use proven structures to ensure the project’s successful operation and sustainability:

e The project’s revenues may need to be “ring-fenced” (earmarked for debt service and expenses).

e The project will need to be managed by experienced experts with successful relevant track
records in delivering related local services.

o Worldwide projects related to service provision such as water & sanitation, energy, and transport
are often managed by service providers that can be owned by local governments and/or the
private sector, such as utilities, special purpose vehicles (SPVs), or PPPs.

(6) Other specific project development interventions are often required to ensure access to public and
private finance.

e The development of credit enhancements such as escrow accounts and use of guarantees and
first loss may be required to ensure access to finance.

e The pooling of projects may be required to create a large enough transaction to meet the
minimum investment size criteria of public and private sector funders.

e A programmatic approach that includes standardized designs and procurement processes can
minimize project development costs, achieve economies of scale, and reduce project risks,
thereby attracting private sector investors.

(7) By comparing a project’s IRR to the WACC of different funding structures, the user of the Model can
conclude on the bankability of different funding structures and the amount of grant funding required to
achieve bankability.

e The WACC (weighted average cost of capital) is the weighted return percentage calculated for a
specific funding structure. It is a function of: (1) the percent of project costs funded by equity
investors, commercial debt providers, and concessionary debt providers respectively; (2) market
tested return requirements, and (3) the corporate income tax payable before the payment of
investors.

e The Project IRR (internal rate of return of a project) quantifies the return that a project can
generate over the project’s life. It is calculated using only the projected revenues, OPEX, and
CAPEX of the project and does not consider the project’s capital structure.

e Projects that have a lower WACC percentage than the Project IRR are considered “bankable.” By
introducing grant funding into the structure, the Project IRR can be increased to match the WACC
of a funding structure, thereby achieving bankability.

(8) The loan life coverage ratio (LLCR) is used to indicate the level of cash flow available to pay debt
obligations.
e [ICR is calculated by dividing the net present value (NPV) of the money available for debt
repayment by the amount of outstanding debt.’
e While a debt service coverage ratio (DSCR) captures just a single point in time, LLCR allows for
several time periods, which is more suitable for understanding liquidity available for loans of
medium to long time horizons.




3. CAPITAL STRUCTURES

The Model takes into account the wide spectrum of alternative project owners, from governments and Public-
Private Partnerships (PPPs) to private sector and non-governmental entities. Model users can evaluate the
different levels of funding required under four alternative capital structures as illustrated below.

Figure 2. Capital Structures Evaluated in the Model

CAPITAL STRUCTURE FUNDING COMPONENTS

Government-owned project using

PPP or private sector project using FQUITY CONCESSIONAL DEBT GRANT
concessionary finance e

PPP or private sector project using EQUITY COMMERCIAL DEBT GRANT
commercial finance

Government-owned project whose CAPEX is GRANT

fully grant funded

The first three capital structures make use of debt to fund CAPEX and are referred to as debt-based capital
structures.
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The last capital structure is relevant where a project is considered financially sustainable, meaning that it can
cover its OPEX with operating revenues or savings, but where the operating revenues and savings are less than
OPEX (or not marginally greater) and therefore will not enable the payment of debt during the project’s
operations.



4. STRUCTURE OF THE MODEL

The figure below illustrates the Model’s structure and the inter relationship between the 12 worksheets
contained in the Model. The tab of each worksheet is colour coded in line with Figure 3. The sections of this
guide that covers the various sheets are indicated at the top of the figure.

Figure. Structure of the Model

INPUT SHEET PROJECT CYCLES & ANALYTICS SHEETS OUTPUT SHEETS
PLANNING SHEETS

L
TAB 6 TAB9
PROJECT CAPITALSTRUCTURES OVERVIEW

DEVELOPMENT (PD) l
PD PLANNING TOOL
TABS 10 & 10A TAB 2
SRR GOVERNMENT VIEW
TAB 7 l
TAB 3
SR  nd DEVELOPMENT
CAPEX PLANNING = PARTNER VIEW
TOOL IRR & GRANT ESTIMATION
TAB 4
. l PPP EQUITY VIEW

(0]3:¢

OPEXPLANNING

TAB 12 TAB 5
SCENARIO ANALYSIS PRIVATE LENDER
TOOL l VIEW
|

e The Model is comprised of four functional areas:
o The User Input Sheet
o Project Life Cycles & Planning Sheets
o Analytics Sheets
o Output Sheets

e The User Input Sheet collects ALL the inputs that feed into the Analytics Sheets.

e The Project Life Cycles & Planning Sheets break out the three stages of the project life cycle (project
development, CAPEX, and OPEX). These three excel sheets enable the user to identify potential sources
of funding or revenues that have not been included in the User Input Sheet. These potential funding
amounts and revenue/savings are only used for planning purposes and do not feed into the Analytics
Sheets.

e The Output Sheets include an Overview Sheet and four Stakeholder View Sheets: Government,
development partners, private sector and PPP equity investors, and private sector debt lenders.

Step by step instructions are provided for each sheet in sections 6 to 9.



5. LEGEND USED IN THE MODEL

The Model makes use of the colour coding illustrated below to identify the different types of cells. The user
should only make changes to input cells.

Figure 3. Legend

Colour Cell type Purpose

Input cell To be populated by user

Calculation cell [Contains formula that calculates funding gap
Calculation cell |Contains formula other than funding gap
Definition cell  |Provides information to user on defintions

Overview cell Provides information to user explaining model concepts and approach




6.

THE USER INPUT SHEET (TAB 1)

The User Input Sheet contains 4 sections (A to D) that need to be populated by the user. The user can click on the relevant heading to navigate to that
section of the Input Sheet as each section has been linked to this table via hyperlinks.

Figure 4. Table of content that contains hyperlinks to different sections of the Input Sheet

TAB 1: USER INPUT

This TAB is where the user inputs all the data used in the analysis TABs of the model to calculate ratios and other key outputs. Please input data in the
indicated areas (yellow). In addition, the user has the option of providing planning information for funding the three stages of the project life cycle
(Project Development tab 6, CAPEX tab 7, OPEX tab 8). The planning information does not feed into the analysis of the model but is summarised in the
(A) PROJECT INFORMATION

A.1. Project Management Viability

A.2. Estimated Project Impact

A.3. Initial Project Support

A.4. Initial Estimate of Revenues & Credit Enhancements

(B) GENERAL ASSUMPTIONS

(C) THREE PHASES OF PROJECT LIFE CYCLE

C.1. Project Development

C.2. CAPEX

C.3. OPEX

(D) ASSUMPTIONS ON BENEFITS FOR THE PUBLIC AND PRIVATE SECTORS

D.1. Overall Margin and Tax Assumptions

D.2. Impact Assumptions on Carbon Emissions and Job Creation

(E) Key Project Sensitivities

(F) Blended finance structure selected for each capital structure

A. PROJECT INFORMATION
This section is intended to help project owners and developers think through how to create a strong foundational project development approach to
their project focused on critical success factors.



A.1. Project Management Viability

Funders will assess the viability of project management. The Model user is therefore required to insert the project’s name, owner, developer,
and other information in Column D and to provide more detailed narratives in Column E as illustrated below. The information feeds through to
the Output Sheets, showing the context of the project which is essential to the viability assessment of potential funders.

Figure 5. Project management viability inputs

A) PROJECT

INFORMATION

This section is intended to help project owners and developers think through how to create a strong foundational project development approach to their project with
questions focused on critical success factors. The section is for the user to provide overall background on the project in 4 sections: (1) project management viabiity with
information on stakeholders; (2) estimated project impact; (3) quality of initial project support from national and local government(s), development partners, and the

private sector; and (4) the initial assessment of the potential for securing quality revenues and credit enhancements.

A.1. PROJECT INPUT
MANAGEMENT INFORMATION
VIABILITY DEFINITIONS HERE INSERT HERE BACKGROUND INLCUDING ANY PRIOR EXPERIENCE AND TRACK RECORDS

Project Name Please provide a name for the project that clearly

27 | indicates the sector and location (city,country). Project A
Country Please insert name of country(ies) where the project will

28 be implemented Cameroon

29 | |Sector Please indicate sector(s) impacted by the project. Public lighting
Project Owner The owner of the project is the legal entity that is

accountable for the project’s development and finance.
It is critical to note that the project owner needs to be
eligible for funding from targeted investors (public and
private). In the case of local governments not considered
"creditworthy," a separate legal entity may need to be
established (for example, a utility, special purpose

30 vehicle (SPV), PPP).

| Project Developer |The accountable project developer firm or expert
31 dedicated to developing the project
32 | Partners Partners providing support (public, private, other)
33 Other Other key stakeholders

A.2. Estimated Project Impact

Funders will need to understand the project’s estimated impact in terms of development, climate, job creation, as well as the targeted
beneficiaries. Therefore, the Model user will need to input the project’s impact in Rows 37 to 41, Columns D and E. The information feeds through
to the Output Sheets where it highlights the impact of the project to potential funders.
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Figure 6. Project impact inputs

A B C D E F G
A.2. ESTIMATED

3 PROJECT IMPACT DEFINITIONS INPUT HERE INSERT HERE TYPE OF IMPACT

| Objective of project | Summary of expected impact (e.g., how many people

receive the service and impact on their lives, climate,

37 economy, etc.
38 | Beneficiary Group with largest benefit
39 | Beneficiary Group with second largest impact
40 | |Beneficiary Group with third largest impact
41? Beneficiary Group with fourth largest impact

A.3. Initial Project Support

This section seeks to quantify the potential support from national and local government(s), development partners, and the private sector.
Amounts and descriptions can be inserted in Rows 45 to 60, Columns C and E. This information will feed through to the Output Sheets to indicate
existing commitments to the project.

Figure 7. Initial project support inputs

HERE INSERT AMOUNT OF HERE INSERT NAMES OF
A.3. INITIAL PROJECT SUPPORT FUNDING IN LOCAL CURRENCY ENTITIES
45 | [commitments from National Government
46 | |Potential amount of committed annual support
47 | |Willingness/ability to guarantee offtake and/or fees

48
49 | |Commitments from Local Government(s)

50 | |Potential amount of committed annual support

51 | |Willingness/ability to guarantee offtake and/or fees
52 |
53 | |Comittments from Development Partners
54 | |Potential amount

55
56 | |Interest from Private Sector Equity Investors
57 | |Potential amount

58
59 | |Interest from Private Sector Debt Providers
60 | |Potential amount

61

12



A.4. Initial Estimate of Revenues & Credit Enhancements

Inputs can be made in Rows 65 to 83 will feed through to Output Sheets give potential funders a sense of the project’s revenue certainty and
credit enhancement options. Explanations are provided in column K.

Figure 8. Revenue & credit enhancement inputs

B C D E F G H 1 K L M N (0] P Q
A.4. INITIAL ESTIMATE OF REVENUES & HERE INSERT AMOUNT OF HERE INSERT STATUS AND
(%% CREDIT ENHANCEMENTS SUPPORT IN LOCAL CURRENCY POTENTIAL NAMES OF ENTITY EXPLANATIONS

65 | Offtake agreements with creditworthy entities
Early project definition needs to think through how to secure revenues from entities that are

66 | Amount of annual revenues considered as creditworthy by commercial banks.
b/

68 |Ability to set up debt reserve fund
Local and national governments need to agree at project definition to set up debt reserve funds

(/58 Amount that meet lender requirements

71 | Ability to secure mezzanie debt
A common way to reduce risk is to secure a junior tranche of debt provided by a development

72 |Amount partner, thereby reducing the risk for commercial lenders.
/3

74 | Ability to set up first loss
A common way to reduce risk is to set up a first loss facility, thereby reducing risks for commercial

ZlS) Amount lenders and equity providers.

77 | Ability to secure partial credit guarantee
A common way to reduce risk is to secure a credit guarantee, thereby reducing risk for commercial

78 |Amount lenders and equity providers.
/9

80 |Other Factor(s) Improving Credit Quality
Many other factors can also enhance credit quality, such asability to secure ringfence revenues

81  from other sources such as land value capture, high-credit quality sources (public or private sector),
oz -

B. GENERAL ASSUMPTIONS

The user is required to populate key assumptions in Column C that are used to forecast cashflows. All CAPEX, OPEX and general assumptions should
be inserted in the Base Currency selected in $C$88.! Guidance is provided against each input in Column D.

! Excel uses US dollar signs ("$") to designate absolute references in formulas. A "$" before the Column letter in Excel indicates that the formula will always stay the
same. Likewise, a "$" before a Row number indicates the formula will always stay the same. For example, "$C$88" refers to cell C88, and the added “S$” before each
Column and Row (i.e., "$C$88") indicates that the formula will always stay the same for that cell.

13



86

87

88
89

90 |

91
92
93
94

95 |

96
97

00N oA iwIN

B) GENERAL ASSUMPTIONS

[

. Base Currency

Inflation

Base Year for costs & revenue

CAPEX contingency

OPEX contingency

Commercial debt interest rate
Concesssionary debt interest rate

Market related equity IRR return (pre-tax)
Period modeled (operational years)

10. Local Currency/USD

Figure 9. General assumption inputs

This section covers the 10 general assumptions that will be used in the model to generate the analysis.

INPUT DATA

CFA
3.00%
2021
20%
0%
9.0%
3.0%
20.0%
10
538

DEFINITIONS

Local currency unless revenue and debt are in S/Eur

Source: CPI or another official source

CAPEX, OPEX & revenue assumptions

Contingency should reflect level of uncertainty

Contingency should reflect level of uncertainty

Needs be based on market data taking into account available onlending facilities with subsidised interest rates
Needs to reflect concessional finance cost of likely public finance provider (e.g., WB, AfDB, GCF, KfW, TDB, etc.)
Needs to reflect equity return requirement for country, sector, project type

Should reflect estimated life of main assets (equipment, building, etc.)

Current exchange rate

C. THREE PHASES OF PROJECT LIFE CYCLE

The user is required to insert data in Base Year terms (i.e., year selected in $C$90) and the Base Currency (selected in SC$88) for each of the three
phases of the project: project development, CAPEX (construction), and OPEX (operations).

C.1. Project Development

Project development costs need to be inserted in Column C against the most relevant heading. Cell $B$111 can be used to insert an additional
heading. The status of each cost item can be inserted in Column F. Any project development funding that has been secured should be inserted in
SCS$128 onwards as secured funding will be offset against project development funding costs to forecast the funding gap.

14



C) THREE PHASES OF PROJECT LIFE CYCLE

C.1. PROJECT
DEVELOPMENT

ESTIMATED COSTS

Project Management (PM) -
103| before construction

INPUT DATA
HERE

Figure 10. Project development phase cost inputs

D B

DEFINITIONS

PM costs before construction ¢ =

104 |Pre-feasibility

Consultants' costs

Feasibility and other technical
105/ |studies

Consultants' costs

106| |Transaction Advisory

Fees charged by financial advisor

107/ |Legal Costs

Costs to draw up contracts

108| |Fees & Permits

Registration fees, regulation permits, etc.

109| Rating Agency if needed

Fees charged by rating agency

Upfront Fees for Risk
110 Mitigation if any

Fees charged by providers

111
112: TOTAL ESTIMATED COSTS

EbyIll SECURED FUNDING (if any)

128| |Secured Funding Source 1
129| |Secured Funding Source 2
130/ |Secured Funding Source 3
131 |TOTAL SECURED FUNDING

Costs not included above

Funding commitment
Funding commitment
Funding commitment

F

GHI K L M N 0 P Q

INPUT STATUS HERE EXPLANATIONS

An experienced expert is
engaged

In discussions with a
potential provider

Not yet conducted
Not yet secured

Net yet secured
Now being researched

Unknown
Unknown

None

AFD

A dedicated Project Manager and/or Developer is usually required to manage to entire project
development process.

The cost of third experienced experts conducting a Pre-Feasibility Assessment acceptable to potential
providers of support is normally significant. Alternatively, in some cases the work can be funded through
partners.

Several technical studies are often required: Full Feasibility Study with assessments of demand, supply of
inputs, sources of revenue, engi ing, social and environmental , etc.

Usually an experienced Transaction Advisor is required who can structure financing, related contracts,
including any guarantees.

Usually an experienced Project Finance Lawyer is required who can structure financing, legal entity (if
required), user payment contracts, and related contracts, including any guarantees.

Normally there are costs related to securing permits and approvals.

If a project is large enough with credit enhancements (such as guarantees), a rating from a recognized
credit agency rating can significantly increase access to finance.

If the project is perceived as risky, risk mitigation can be provided by highly-rated development partners
and insurance companies to significantly increase access to finance.

Often other project development costs include office costs, sector expert fees, engineering fees, travel,
C ication, istration support, etc.

Document any firm funding commitments here from LG, NG, development partners, PPFs, community
service prganizations, climate funds, PPP partner, etc.

C.2. CAPEX

All capital expenditures need to be inserted in Columns E to | in Base Year and Base Currency terms. The inputs will then be escalated by the
inflation assumptions selected in the Model to forecast nominal CAPEX and funding requirements. A new cost category can be created by

the user in $B$145.
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Figure 11. CAPEX inputs

C.2. CAPEX (use local
currency including VAT in INPUT DATA

skL]ll 2021 Terms) HERE DEFINITIONS INPUT COST BY YEAR HERE EXPLANATIONS

136 TOTAL COSTS Year -1 YearO0 Yearl Year2

137| |Project Management (PM) - During construction 240000 240 000 The construction of projects require a dedicated expereinced project manager.
138/ [Land - |Purchase costs Often projects require the pushase or lease of land.

139 |Equipment - |Purchase costs Usually projects require the purchase of equipment.

140| |Professional Support - |e.g. lenders engineer Professionals are required to implement the project.

One or more lawyers will be required to develop, negotiate, and implement contracts for the land,
equipment, services, finance, and potentially risk mitigation.

141 |Legal Costs - |buring construction

142| |Construction Labor - |tabour costs during construction Usually projects require labour for construction.
143| |Upfront Fees for Finance - |eg. success fee Finance often requires upfront fees.

144/ |upfront Fees for Risk Mitigation - |e.g. guarantee fees Risk mitigation often require upfront fees.

145 - -

146 |Inflation 21816 7 200 14616

147| |Contingency 100 363 49 440 50923 - - -

148 |TOTAL CAPEX COSTS 602 179 296 640 305 539 - - N

C.3. OPEX

Figure 12. OPEX inputs

| A B c D 3 F G H 1 K L M N 0
3. OPEX (use local currency
in 2021 Terms) DEFINITIONS INPUT COST BY YEAR HERE
Year1 Year2 Year 34
152| |Project Management (PM) Operational PM
153, |Professional Support Accounting & legal fees
154| |Maintenance Labour Labour costs during operations period 10 000
155/ |Replacement of Parts Expenditure on replacments during operations period - - 22500 - - 22500 22500 -
156, |Rent Rent paid during the operations period
157| |Office costs Office costs (other than rent), e.g. cleaning, tel ications, etc.
158| |Office equipment Expenditure on office equipment
159/ |Fees & Permits Fees or permits payable during the operations period
160/ |Taxes Other than corp. tax, e.g. import duties & employee tax
161 |M&V costs Costs associated with the monitoring & verification
162, |Other: INSERT HERE TYPE OF COST
163| |Contingency 0% assumption input above - - - - - - - -
164 |TOTAL OPEX COSTS 10 000 - 22 500 - - 22 500 22 500 -
166, |Energy savings Technical consultant to provide supporting calculations
167 |O&M savings Technical consultant to provide supporting calculations
168| |Fees paid by off-takers Annual service revenues
169  |Otherincome e.g. advertising fees
170, |Rentalincome Paid by third parties to project
171| |LG contribution From Own Source Revenues - - 22500 - - 22500 22500 -
172| |NG fiscal transfer From NG transfers
173| |Service fees Fees paid by users directly to project
174| |Other: INSERT HERE TYPE OF Any other revenues
175/ |utility contribution From Own Source Revenues
176 |TOTAL OPERATING REVENUES - - 22 500 - - 22 500 22 500 -
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All operational expenditures and revenue or savings need to be inserted in Columns G to Z in Base Year and Base Currency terms. The Model
allows the user to input OPEX and revenue assumptions for 20 years but will only prepare forecasts for the number of years selected in $C$92
(i.e., the period modelled). The inflation assumption input in SC$89 is applied to both OPEX and revenue assumptions to forecast operational
cashflows. New cost and revenue categories can be created by the user in SB$162 and $B$174.

D. ASSUMPTIONS ON BENEFITS FOR THE PUBLIC AND PRIVATE SECTORS
D.1. Overall Margin and Tax Assumptions

The user is required to insert assumptions in Rows 181 to 186 that are used by the Model to calculate financial benefits that could accrue to both
the public and private sectors. The assumptions include average margin on equipment & construction, margin on O&M contract, corporate tax
rate, value-added tax rate, Local Government existing property rates for target area, estimated impact on property values, allocations of energy
savings and off-take revenues. Column H provides explanations in respect of each input.

Figure 13. Margin and tax assumption inputs

D) ASSUMPTIONS ON
BENEFITS FOR THE PUBLIC INPUT PERCENT
sy;:Il AND PRIVATE SECTORS DEFINITIONS / AMOUNT EXPLANATIONS
D.1. Overall Margin & Tax
i ]l Assumptions
181 Average margin on equipment & |Percentage of profit (%) 20% Profit margin that the private sector supplier will earn on EPC/turnkey contract
182 |Margin on O&M contract Percentage of profit (%) 20% Profit margin that the private sector supplier will earn on O&M contract
183| |National Corporate Tax Rate Standard rate of taxation (%) 33% Country's national corporate tax rate payable by companies on profit
184/ |National Value Added Tax (VAT) |National Sales Tax (%) 19% National Tax levied on sales
185 |Local Government existing tax Local Tax rates (if any) earned in a year - Tax rates currently levied by LG(s) in respect of target area
186 |property values Estimated impact on property values (%) 2% % by which property values will increase as a result of project
ALLOCATIONS OF SAVINGS &
iE:74l OFF-TAKE LG NG Utility TOTAL
188 |Share of energy savings % of benefit that accrues to 0% 100% 0%| 100%|% share of energy savings that LG, NG and utility will be entitled to respectively
189| [Share of O&M savings % of benefit that accrues to 100% 0% 0%| 100%|% share of O&M savings that LG, NG and utility will be entitled to respectively
190| [Share of off-take payments % of cost borne by NG/LG/utility 0% 100% 0%| 100%|% share of off-take payment that LG, NG and utility will be be reponsible for paying
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D.2. Impact Assumptions on Carbon Emissions and Job Creation

The user is required to quantify the project’s annual GHG emission savings and the number of full-time equivalent jobs that will be created.
Inputs need to be inserted on an annual basis in Columns E to Z.

Figure 14. GHG and FTE job inputs

sCEJll D.2. Impact Assumptions DEFINITIONS Potential Source INPUT HERE BY YEARS

194 Year -1 Year0 Year1l Year2 Year3 Year4 Year 5
GHG emission savings

195 |[(tons/annum) Standard climate metric Benchmarks IRENA, similar projects
FTE jobs created during

196 |construction Direct, indirect, induced, secondary Similar projects, AUDA-NEPAD Toolkit
FTE jobs created during

197 |operations Direct, indirect, induced, secondary Similar projects, AUDA-NEPAD Toolkit

E. KEY PROJECT SENSITIVITIES
The user can select the percentages that will be applied in TAB 11 to calculate key metrics for each of the six sensitivities listed below. A range of
percentages can be selected from six drop down lists in Column D, Rows 201 to 206.
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Figure 15. Sensitivity inputs

Al B C D E F G H

E) Key Project Sensitivities  DEFINITIONS EXPLANATIONS

Sensitivity percentages are selected from drop down list. User selects sensitivity to be

201| |SENS1- % incr. in CAPEX CAPEX increases by % selected 20%|displayed in TAB 11, cell SFS5. Key metrics from the selected sensitivity is then compared
‘ in TAB 11 to the base case, including Project IRR and grant requirements

202 |SENS 2 - % incr. in OPEX OPEX increases by % selected 20%
203| |SENS 3 - % incr. in interest Interest increases by % selected 20%
204! SENS 4 - % decr. in revenue Revenue decreases by % selected 20%
205, |SENS 5 - % decr. in grant funding |Grant funding decreases by % selected 40%

User selects number of additional years (+) or reduction (-) from drop down list. If SENS 6

SENS 6 - (reduction)/incr in Operational years incr/decr by years is selected in TAB 11 (cell F5), the impact of the longer or shorter operational period is

206 operational years selected 3.00|quantified

F. BLENDED FINANCE STRUCTURE SELECTED FOR EACH CAPITAL STRUCTURE

The user can select the debt and equity percentages that will be used to calculate the funding requirements for the two capital structures that include
debt and equity. The yellow cells contain drop down menus from which the user can select a percentage. Total funding should equal 100% once the
selection has been made.

Figure 16. Blended finance structure inputs

F) Blended finance structure
selected for each capital

209| el DEFINITIONS SELECT HERE SELECT HERE EXPLANATIONS
LG entity with PPP with concessionary PPP with

210 concessionary debt  debt commercial debt
% of project costs funded by equity
211 |Equity (before grant) 30%
% of project costs funded by commercal
212| |Commercial debt debt (before grant) 70%
% of project costs funded by
213 |Concessionary debt concessionary debt (before grant) 0%
214| |Total funding 100% 100% 100%| Total must be 100%
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7. PROJECT LIFE CYCLES & PLANNING SHEETS (TABS 6 -8)

Figure 17. TAB view
| TAB 6 PROJECT DEVELOPMENT || TAB 7 CAPEX [ TAB 8 OPEX

These three TABs quantify nominal costs, revenue, funding, and gaps for the three key phases of the project’s life cycle based on the Base Year
equivalents inserted in the Input Sheet and adjusting for inflation. The TABs also contain functionality that allows the user to plan how funding gaps
can be closed and to identify potential sources of funding. The information inserted by the user in these TABs do not feed through to the calculation
sheets and therefore only inform planning.

A. PROJECT DEVELOPMENT (TAB 6)
The Project Development Sheet’s purpose and functionality is described below in the green box. Rows 11 to 28 contain information that feeds
through from the Input Sheet while the planning section starts in Row 30 as illustrated below.

Figure 18. Sheet overview (TAB 6)

A B C D F G

3 |TAB 6: PROJECT DEVELOPMENT

This tab is for viewing the estimated costs and funding for Project Development: (1) the costs of project development activities required to reach
financial close, (2) secured sources of funding to cover these costs, and (3) the project development funding gap. It also contains a planning tool
that can be used to identify additional sources of funding to close the project development funding gap. The potential sources of funding identified
4 in the planning section do not pull through to the analysis sheets and key metrics of the model.

The user can input potential sources and amounts of project development funding in Columns C and F (Rows 34 to 44). Additional narrative can
be inserted in Column H to document the planning process. The Model indicates the remaining funding gap in cell SFS45 by offsetting targeted
funding identified in the Planning Tool against project development costs (net of secured project development funding).
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Figure 19. Planning tool - project development phase

30

31
32
33
34
35
36
37
38
39
40
41
42
43

PLANNING TOOL - POTENTIAL SOURCES OF PROJECT DEVELOPMENT FUNDING

The table below serves as a planning tool as it allows the user to identify additional potential sources of funding for project development. The tool also
calculates the project development financing gap, net of funding secured and potential funding. INSERT HERE YOUR PLANNING INPUT.

@
(o]
o
m
@

NOTE: This information is NOT used in the financial model.
POTENTIAL FUNDING Source
LG funding from own sources of revenue
National Government funding

Target Amount DEFINITIONS
Grants from LG
Grants from NG

Grant funding from other public national government
Grant funding from development partner(s)

Funding from Project Preparation Facility/is

Funding from Climate Fund(s)

Funding from Community Service Organisations
Other Grant funding (foundation, private sector)

Other Government grants

International, bilateral, other public grants
Facilities set up to fund project development
Examples: GCF, GEF, etc.

Includes local organizations

Includes international & local foundations,

Includes support from PPP partners
Examples: crowd funding, remittances, etc.

Equity funding
Other: INSERT HERE TYPE OF FUNDING
TOTAL ESTIMATED POTENTIAL FUNDING -

NOTES

Project development funding for which no

REMAINING FUNDING GAP - |potential source has been identified

B. CAPEX (TAB 7)
The CAPEX Sheet’s purpose and functionality is described below in the green box. Rows 12 to 27 contain information that feeds through from the
Input Sheet, but that has been adjusted for inflation. The planning section starts in Row 29 as illustrated below.

Figure 20. Sheet overview (TAB 7)

3 TAB 7: CAPEX

This tab is for viewing the estimated costs and funding for the actual construction of the project brment costs (3) total funding
required. It also contains a planning tool that allows the user to identify potential sources of fundirrces of funding identified in
4 the planning section do not pull through to the analysis sheets and key metrics of the model.

The Planning Tool contained in TAB 7 allows the user to quantify potential sources of CAPEX funding and providers that can be targeted. The user can
quantify potential funding and providers that will be targeted based on the funding gaps under each of the 4 capital structures:
e LG with concessionary debt - yellow cells in Rows 34 to 37
e  PPP with concessionary debt - yellow cells in Rows 42 to 45
e  PPP with commercial debt - yellow cells in Rows 50 to 53
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29

30

31
32

33
34
35
36
37
38
39

41
42

&& 88

A

CAPEX fully grant funded — yellow cells in Rows 58 to 61

B

C

D

Figure 21. Planning Tool- CAPEX funding

E

F

G

H

J

K

The three tables below serve as a planning tool as it allows the user to identify potential sources of funding for each of the capital structures. As it is unlikely that funding
commitments would have been secured at a pre-feasibility stage, the user should populate below based on discussions with various stakeholders to quantify likely funding gaps.
INSERT HERE POTENTIAL CAPEX SOURCES. Note: This information will not be used|in the financial model.

LG entity with concessionary debt

CFA

Grant

Equity

Commercial debt
Concessionary debt
Total funding

26%
0%
0%

74%

100%

15 402 286

44 880 634
60 282 920

Name
DFI1

DFI 2

INSERT HERE POTENTIAL SOURCES (OTHER THAN SECURED FUNDING

Source 1

Target
Amount
10 000 000

20 000 000
30 000 000

‘ Source 2

Name

Target
Amount

Source 3

Name

Target

Amount

GAP

Amount
5402 286

24880634
30 282 920

PPP with concessionary debt
CFA

Grant

Equity

Commercial debt
Concessionary debt
Total funding

61%
12%
0%
27%
100%

36621874

7098 314
16 562 732
60 282 920

Name
DFI1

DFI 2

Source 1

Target
10 000 000

20 000 000
30 000 000

Source 2
Name

Target

Source 3
Name

Target

Amount

26 621874
7098 314
3437268

30 282 920

C. OPEX (TAB 8)

The OPEX Sheet’s purpose and functionality is described below in the green box. Rows 7 to 34 contain information that feeds through from the Input
Sheet, but that has been adjusted for inflation. A key output of this sheet is row 36 which quantifies the project’s revenues net of OPEX. For the project
to be considered financially sustainable SDS36 should be greater than zero.
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Figure 22. OPEX vs. Revenues

A B C D E|F |G H 1 J K

L, 4
, ||TAB 8: OPEX

This tab is for viewing the estimated costs and funding for the actual operation and maintenance (O&HM) of the project breaking out: (1) the costs, (2} possible

sources of revenue/savings to cover these costs, and (3) the OPEX funding surplus or gap. It also contains a planning tool that allows the user to identify

additional sources of revenue/savings and to guantify their impact on the OPEX surplus/gap. The potential additional revenue/savings identified in the
4 | |planning section do not pull through to the analysis sheets and key metrics of the model. |
57 [
Y8l OPEX vs. REVENUE - ADJUSTED FOR INFLATION
g | |opEx More: \
8 || Project Management (PM) LoaraiionalEN < | = = - =
10 | | Professional Support Acoosanng & lgalfass - | - - - -
11 || Maintenance Labour £ 3Dt Dosis Seining O0Sraions paniod. 12 526 890 | 1092727 1125509 1159274 1194 052
12 | | Replacement of Parts Expandiurs on paof b5 i Doeratons penid 11 254 536 - - 2 608 367 2 686 618
13 ‘ Rent Fant padd duning the operatons peniod - ‘ - - - -
14 | | Office costs Oifioa costs foshar than rantl 2.7 slaaning. salesomment. - [ - - - -
15 | | Office equipment Expanditvrs on ofics aqupmant - | - - - -
16 | | Fees & Permits Foos or ponmds pauabia duning $he operaions pariod - | = = - =
17 || Taxes Ehar than comp. tax. 2.3 dnport diias & smolonas tax < | = = < 2
18 || MR&V costs Losty associziad vdh the montonng & vanicaiion - | - - - -
19 | | Other: INSERT HERE TYPE OF CO - 33775099 | 10927 270 11 255 088 11592741 -
20 Contingency L5 assramonion fowt abows = = S = c
2 ‘ TOTAL OPEX COSTS 57 556 525 } 12 019 997 12 380 597 15 360 381 3 880 670
23 ‘ REVENUE - CFA 2021 terms ‘
24 || Energy savings Fachninaloonscabant s prowits sepponiing catsalaions - ‘ - - - -
25 || 0O&M savings Fachnizalconsubant b prowits sypooming catalaebns - [ - - - -
26 | | Fees paid by govt owned off-tz  danwalsanis ascenues - | = = - s
27 | | Fees paid by private off-takers  dancaisanize asanues 87 688 233 | 7 649 089 7 878 562 8114919 8 358 366
28 | | Rental income Fladd o thind panias to projact 2 505 378 | 218 545 225 102 231 855 238 810
29 || LG contribution From Then Sowrsa Ravenuwss 12 526 890 | 1092727 1125509 1158274 1194 052
30 NG fiscal transfer From NG transifars 12 526 890 1092727 1125 50% 1158274 1194052
31 ‘ Service fees Faes paid bu cans dipacifs bo progact - ‘ - = - -
32 | | Other: INSERT HERE TYPE OF RE  dnuowharascanues, 2.7 adkemising ascancs - ‘ - - - -
33 | | Utility contribution From Shin Socres Fowanwss - | - - - -
34 | |TOTAL OPERATING REVENUES 115 247 392 | 10 053 088 10 354 681 10 665 321 10 985 281
35 | [

REVENUE AVAILABLE TO REPAY FUNDERS/
36‘ (OPEX FUNDING GAP) 57 690 867 - 1966909 - 2025916 - 4695060 7104611

The Planning Tool embedded in the OPEX Sheet allows the user to quantify potential additional sources of revenue that can be used to achieve financial
sustainability or to increase the revenue available to repay funders. The user can insert additional revenue on an annual basis against prepopulated
sources in Rows 42 to 50 and can create new revenue categories in Rows 51 to 55. Row 59 quantifies the project’s revenue (net of OPEX) and adjusted
for potential additional revenue sources to help the user identify ways to structure a financially sustainable project.
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Figure 23. Planning Tool - OPEX

A B 35 D E|F |G H I J K L
38 [l PLANNING TOOL - POTENTIAL SOURCES OF REVENUE/SAVINGS TO CLOSE THE OPEX FUNDING GAP
The table below serves as a planning tool as it allows the user to identify potential sources of revenue orsavim_ﬁs to close the OPEX funding gap, thereby achieving operational financial
sustainability. The user can identify potential additional sources of revenue to understand their impact on the OPEX funding gap. Revenue/savings must be inserted in base year, local
39 | |cumency terms). INSERT HERE POTENTIAL OPEX SOURCES. Note: This information will not be L?sed in the financial model.
40 | :
L34l Revenue opportunities Note . Year 1 Year 2 Year 3 Year 4 Year 5
42 | | Energysavings Tacly¥ed conscitant i grosnol Supoarirng cetlavans
43 | | O&M savings TRAWNEH CoISti N &3 rassoh Senpenii g e eedavevIs
44 | | Fees paid by off-takers Aewran! sersice e nss
45 | | Other income 87 AT S
46 | | Rental income Fd by vrd panfies fo prgyect
47 | | LG contribution Frove Sy Sicave Revernaes
48 | | NG fiscal transfer Fram M7 bransiys
49 | | service fees Faes pand S asers anaclly o praect
50 | | Utility contribution From Sy Siwave Fevarnass
51 | Other - INSERT INSERT HERE
52 | Other - INSERT
53 | Other - INSERT
54 Other - INSERT
55 | | Other - INSERT

56 TOTAL ADDITIONAL REVENUES/SAVINGS (BEFORE ADJUSTING FOR INFLATION) - - = = =
57 | Inflation _ = £ = 2
58 | TOTAL ADDITIONAL REVENUES/SAVINGS ( ADJUSTED FOR INFLATION) - | - = = = =z

REVENUE AVAILABLE TO REPAY FUNDERS/
59 | (OPEX FUNDING GAP) - after incl. potential revenue/savings 641725 89 604 92 292 68 977 71046 100 850

8. ANALYTICS SHEETS (TABS 9 - 12)

The Model contains below 5 TABS that can be used to access the 5 Analytics Sheets. No inputs are required from the user in these sheets as they contain
the formulas and forecasts that feed into the Output Sheets. The user can select a sensitivity in the Scenario Analysis Sheet that will be compared to the
Base Case.

Figure 24. TAB view

TAB 9 CAPITAL STRUCTURES TAB 10 CORPORATE TAX TAB 10A CORPORATE TAX SENS | TAB 11 IRR & GRANT ESTIMATION TAB 12 SCENARIO ANALYSIS

The analytical approach used in the Model is illustrated below and the functionality of each sheet is described in more detail below.
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Figure 25. Analytical approach used in the Model

BASE CASE SENSITIVITY SCENARIO
Model forecasts nominal
Step 1. Model calculates: e
cashflows based on revenue, - Project IRR (TAB 11) The user selects 1 of 6 sensitivities

CAPEX, OPEX assumptions

Step 3. Model solves for grant required Model forecasts sensitised

to increase project IRR to match the nominal cashflows based on

WACC of each of the debt-based revenue, CAPEX, OPEX

capital structures (TAB 11) assumptions

The user inserts debt and
equity assumptionsin the Step 2. Model calculates the WACC
Input Sheet of each capital structure (TAB 9)

The Model repeats steps 1to 3
using the sensitised nominal
cashflows, calculatingthe grant
% debt & % equity requirements for each of the
interest & equity debt-based capital structures

rates IRR

D. CAPITAL STRUCTURES (TAB 9)

The Capital Structures Sheet calculates the weighted average cost of capital (WACC) for each of the 3 debt-based Capital Structures. It uses the
equity/debt structure selected by the user in the input sheet for each of the 3 debt-based Capital Structures as well as the associated return
requirements input by the user (in the User Input TAB). It also solves for the percentage of CAPEX that needs to be grant funded under each Capital
Structures to align the Project IRR with the WACC requirement of the 3 debt-based Capital Structures, thereby achieving bankability. For the fully
grant funded Capital Structure it calculates the amount of grant funding required.

For more detailed information on capital structures/finance models for local climate projects, see the CoM SSA Report “Finance Roadmaps for
Climate Projects: How can local governments in Sub-Saharan Africa facilitate access to finance?,” authored by Global Clearinghouse for
Development Finance, October 2020. The report is available on GlobalDF's website and also at https://comssa.org/en/news/how-can-local-
governments-in-sub-saharan-africa-facilitate-access-to-finance

E. CORPORATE TAX (TAB 10)

The Corporate Tax Sheet calculates the the corporate income tax that will be payable under the two PPP/private sector Capital Structures by adjusting
taxable income for interest and depreciation and applying the country's corporate income tax rate input in TAB 1, section D.

25



F. CORPORATE TAX SENS (TAB 10A)

This sheet duplicates the calculations of TAB 10 for the Sensitivity Scenario selected in TAB 12 to inform the outputs of TAB 12.

G. IRR & GRANT ESTIMATION (TAB 11)
This sheet first estimates the project's internal rate of return (Project IRR) based on its net nominal cashflows as illustrated below.

Figure 26. IRR approach

DEVELOPMENT CONSTRUCTION OPERATIONAL
PHASE PHASE PHASE
COSTS CAPEX OPEX & REVENUE

Less PROJECT INDICATIVE INDICATIVE

DEVELOPMENT SOURCES OF SOURCES OF

FUNDS SECURED FUNDING FUNDING
, - - - - -~ -~ T-—-"—"-"-"-"""" I .

i i Project
' NET COSTS CAPEX OPEX & REVENUE [ Inflationadjusted » J
I I cashflow forecast IRR
|

It then calculates the grant amount required to achieve bankability under each of the 3 debt-based Capital Structures by applying the WACC
calculated for the 3 Capital Structures in TAB 9 to the forecast CAPEX. It subsequently calculates the Project IRRs for each of the 3 debt-based Capital
Structures after accounting for the grant as well as the loan life coverage ratio (LLCR), both including and excluding grant funding. The loan life
coverage ratio (LLCR) is used to indicate the level of cash flow available to pay debt obligations.

H. SCENARIO ANALYSIS (TAB 12)

This sheet estimates the project's internal rate of return (IRR) when 1 of 6 sensitivities are applied. It also solves for the grant amount required under
each of the 3 debt-based Capital Structures for the Sensitivity Scenario (replicating the calculations used in TABs 9 & 11).

The user can select 1 of 6 sensitivities from a drop down list in cell SG$6 to compare key metrics (i.e. grant requirement, total funding, project IRR,
etc.) of the selected Sensitivity Scenario against the Base Case. The comparison is shown in Rows 19 to 58 for all 4 Capital Structures.
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Figure 27. Sensitivity Scenario vs. Base Case

SELECTED SCENARIO
SENS 1 - % incr. in CAPEX

20% incr selected in input sheet

| User needs to select scenario from dropdown list in

G6:16 to view key metrics for each sensitivity scenario

|
10| |(2)Project Development Costs - - - - - - Project development costs remain unchanged
11| |(2) CAPEX (incl. contingency) (602 179) (602 179) (722 615) (722 615) Capex increases when SENS 1 is selected
12 | |Total Funding Surplus (Gap) (602 179) (722 615) Total funding changes when SENS 1 is selected
13|
14 ‘ OPEX  Revenue Surplus /(Gap) OPEX Revenue Surplus /(Gap) Revenue changes when SENS 4 or SENS 6 is selected
15 ‘ (3) OPEX vs. Revenue (237 814) 879 540 641725 (237 814) 875 540 641725 OPEX changes when SENS 2 or SENS 6 is selected
16 ‘ Project IRR (excl. grant) 1.3% -2.3%) Project IRR is calculated based on sensitised cashflows

CAPITAL STRUCTURE 1 - LG entity with concessionary debt _

20 | Cashflows
21| |Funding required (capital) 602 179 722 615
22 less proposed grant 8% of CAPEX (48475 239% of CAPEX (168 731 Grant required under sensitivity scenario to achieve the Base Case IRR.
23 | |Debt funding 553 704 553 884 Debt funding required under sensitivity scenario
24 | |Cash available for debt returns 88022 87841
25| |Available cashflows 641725 641725
26|
27 |Project IRR (incl. grant) 3.0% 3.0% Project IRR (incl. grant) is assumed to remain the same as under the ba

9. OUTPUT SHEETS (OVERVIEW & TABS 2 - 5)

The Model’s Output Sheets comprise of the Overview Sheet and the four Stakeholder View Sheets (TABs 2 to 5) as illustrated below

Figure 28. TAB view

OVERVIEW = TAB 2 GOV VIEW  TAB3 DP VIEW

in the project, namely:
e Government (TAB 2: Gov. View)

TAB 4 PPP EQUITY VIEW  TAB 5 PRIVATE LENDER VIEW

The Overview Sheet summarises the key metrics calculated by the Model as well as targeted sources of funding identified in the Planning Tools.
The 5 Output Sheets are designed to present the Model’s results based on the criteria of the following key stakeholders and potential investors

e Development Partners (TAB 3: DP View)
e Private Sector Investors (TAB 4: PPP Equity View)
e Commercial lenders (TAB 5: Private Lender View)
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No action is required from the user in any of the Output Sheets as they summarize information calculated elsewhere in the Model

A. OVERVIEW SHEET

Figure 29. Sheet overview

A B CL E F G H I J K L M
:
, |OVERVIEW OF THE RESULTS OF THE FINANCING MODEL
| | This tab summarised the key results of the financing model based on the data input by the user in TAB 1. In addition, the user has the option of
providing planning information for funding the three stages of the project life cycle which can be input in TABs 6 to 8 but which do not feed through to
the model's calculations. The planning information is summarised at the end of the TAB. NOTE: The data below is for illustation prurposes.
4

Rows 14 to 22 of the Overview Sheet summarise the aggregate cashflows of the project in Base Year terms ($G:SI) and nominal terms (SK:SM).

Figure 30. Aggregate cashflows

CASH FLOWS THROUGH
PROJECT LIFE CYCLE

Details SAMPLE DATA SAMPLE DATA EXPLANATIONS

*I ADJUSTED FOR INFLATION

16 Costs Funding Surplus or (Gap) Costs Funding Surplus /(Gap)

17 (1) Project Development Costs TAB 6 (65 000) - (65 000) (65 000) - (65 000)

18 (2) CAPEX (incl. contingency) TAB7 (580 363) (580 363) (602 179) (602 179)

19  |Total Funding Surplus (Gap) (645 363) (667 179) Revenues only cover portion of CAPEX & all OPEX, project may attract grant funding
20

21 OPEX Revenue Surplus or (Gap) OPEX Revenue Surplus /(Gap)

22 (3) OPEX vs. Revenue TAB 8 (490 000) 720 000 230 000 (575 565) 879 540 303 974 D d fii ble as R OPEX

The Model generates the following explanations in column O based on the total available nominal cashflows

Table 1. Explanations generated by the Model

Logic Explanation ‘
If SMS$22>=0 Deemed financially sustainable as Revenue>0OPEX

If SMS22<0 Not financially sustainable as OPEX >Revenue

If SM22 > abs(SM19) Revenues cover CAPEX & OPEX, project may be able to support debt
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If SM22<abs(SM19) and SMS$22>=0 | Revenues only cover portion of CAPEX & all OPEX, project may be able to support
debt if supplemented with significant grants

If SM22<abs(SM19) and SMS$22<0

Revenues only cover portion of OPEX, project is unlikely to attract any funding

Rows 30 to 74 summarise the grant requirements for each of the four capital structures as well as other key metrics such as GHG emissions per
dollar of grant funding, leverage ratio achieved by the capital structure, project IRR etc. The outputs related to the first capital structure (LG
entity with concessionary debt) is illustrated below.

26

27
28
29
30
31
32
33
34
35

36

37

38
39

Table 2. Key outputs and metrics displayed for each capital structure

B ¢l D E

E G H |

J K L

Four blended finance capital structures are presented below, showing preliminary ratios measuring bankability/investabiilty,
required grants amounts, and GHG savings

POTENTIAL FUNDING STRUCTURES

LG entity with concessionary debt

PROJECT IRR - excl. grant TAB 9

PROJECT IRR - incl. grant TAB 9
LEVERAGE RATIO (debt unlocked by grant)
GHG savings/USS$ grant funding

SAMPLE ANALYSIS

Funding Structure

SAMPLE ANALYSIS

Cashflows

Grant 15 402 286 Funding required (capital) 60 282 920
Equity 0% less proposed grant (15 402 286)
Commercial debt 0% - Debt funding 44 880 634
Concess.debt 74% 44 880 634 Cash available for debt returns 12 810233
Total funding 100% 60 282 920 Available cashflows 57 690 867
Proiect IRR

o -0.5% WACC of capital structure 3.0%

3.0% LLCR (incl. grant) 2.00

291 LLCR (excl. grant) 1.19

Grant (USS equivalent) $28 629

GHG savings achieved
per S of grant funding

Grant amount
required to
achieve 3%

WACC

LLCRs indicate
how much cash

is generated vs.
debt

commitments

Rows 78 to 89 quantify the net financial benefit/cost to different government entities of undertaking the project. The Model quantifies potential
taxes and other financial benefits that can be offset against contributions and costs to show the net position.

29



78

79

80

81

82

83

84 |

85

86

87

88 |

89

The non-financial benefits and impact of the project is estimated in Rows 92 to 93 by quantifying potential GHG emission savings and jobs created.

Figure 31. Summary of benefits vs. commitments

B C D E

F L

G

H

FINANCIAL BENEFITS vs. COMMITMENTS TOTAL, CFA
1) Energy Savings TAB 2 - - -
2) O&M Savings TAB 2 - - -
Financial benefits incl. in project's cashflows - - -
3) Est. taxes generated for NG TAB 2 23 086 098 23 086 098
4) Est. additional rates earned by LG TAB 2 - -
Total financial benefits - 23 086 098 23 086 098
Less Fees paid by govt owned off-takers TAB 2 - - -
Less LG contribution TAB 2 (12 526 890) (12 526 890)
Less NG fiscal transfer TAB 2 (12 526 890) (12 526 890)
Less Utility contribution TAB 2 -
Net financial benefits (before grant contributions) (12 526 890) 10559 207 (1967 683)

Figure 32. Summary of non financial benefits

B C D E

NON FINANCIAL BENEFITS & IMPACT

F

G

92

1) GHG emission savings TAB 1

93 2) Job Creation TAB 1

Below graph is included in the Overview Sheet that illustrates operational cashflows that may be available to service debt in each year.
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Figure 33. Operational cashflows graph

A A B C D E F G H | J K
96 ANALYSIS OF OPERATIONAL CASHFLOWS AVAILABLE TO REPAY DEBT
97
98
99 Forecast OPEX vs. Revenue & Operational Cashflows available to Repay Debt
100 20000 000
10£ 15000 000
102
105 10000 000
10{ 5000000
105 )
106 12 13 14 15 16
107_ -5 000000
108 -10000 000
102 mmm TOTAL OPEX COSTS mmm TOTAL OPERATING REVENUES e REVEN UE AVAILABLE TO REPAY FUNDERS/
110 (OPEX FUNDING GAP)

Rows 116 to 133 summarise the information input by the user into the planning sections of the Project Cycles & Planning Sheets. It identifies
amounts of funding that can be targeted to close the funding gap as well as remaining funding gaps for which target funders need to be

identified.
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Figure 34. Outputs from planning tools

A B C D E F G H | J K L M
117
118 1) Project Development
119 Total estimated costs 65 000
120 less secured funding -
121 Funding gap for project development 65 000
122 less potential funding identifed in planning tool -
123 Remaining funding gap for project development 65 000
124

PPP with commercial

125 TAB7 LG entity with concessionary debt concessionary debt debt CAPEX fully grant funded
126 Total funding required (incl. unfunded PD costs) 60 282 920 60282920 | 60282920 60 282 920
127 Potential funding identified 30 000 000 30000000 | 15000000 15 000 000
128 Remaining funding gap 30 282 920 30282920 | 45282920 45 282 920
129

130 3) REVENUE

131 REVENUE AVAILABLE TO REPAY FUNDERS/(OPEX FUNDING GAP) 57 690 867
132 Additional revenue/savings identifed -
REVENUE AVAILABLE TO REPAY FUNDERS/(OPEX

133, FUNDING GAP) - after incl. potential revenue/savings 57 690 867

B. GOVERNMENT VIEW (TAB 2)

The Sheet’s functionality is described in below extract from the Model.
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Figure 35. Sheet overview (TAB 2)

A B C D E F G H J K

TAB 2: GOVERNMENT VIEW

This tab calculates supplemental information on the benefits and impact of the project, breaking out potential benefits for the national government and the
local government(s). Both financial and non-financial benefits are quantified below to enable NG and LG decision makers to understand ley aspects of the
project's impact.

The Government View Sheet summarises information calculated elsewhere in the Model across the following headings:
o Financial benefits achieved by the project vs. commitments from government (Rows 5 to 16)
o Non-financial benefits & impact such as GHG emission reductions and jobs created (Rows 17 to 19)
o Estimated taxes generated for National Government (Rows 28 to 38)
o Estimated rates earned by Local Government(s) (Rows 47 to 49)

C. DEVELOPMENT PARTNER VIEW (TAB 3)

The Sheet’s functionality is described in below extract from the Model.
Figure 36. Sheet overview (TAB 3)

A B C D E F G H

TAB 3: DEVELOPMENT PARTNER VIEW

This tab provides information that is important for development partners that are providing grants, concessionary finance, and
technical support. There are 4 sections: (1) project management viability, (2) key metrics including internal rates of return and
weighted average cost of capital, (3) impact, and (4) quality of potential support for the project.

The Development Partner View Sheet summarises information calculated in the Model across the following headings:
o Project management viability (Rows 5 to 9)
o Key metrics for the four capital structures (Rows 14 to 29)
o Description of project’s impact (Rows 31 to 35)
o Quality of support being provided by stakeholders (Rows 39 to 54)
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D. PPP EQUITY VIEW (TAB 4)

The Sheet’s functionality is described in the below extract from the Model.

Figure 37. Sheet overview (TAB 4)

A B C D E F G | J K

, | TAB 4: PPP EQUITY VIEW

This tab illustrates the project’s ability to meet investment requirements from a PPP equity investor's perspective. It also contains information in respect of
revenue quality and credit enhancement opportunities. There are 3 sections dealing with (1) project management viability, (2) key metrics including internal rates
3 of return and weighted average cost of capital, and (3) quality of potential support for the project.

The PPP Equity View Sheet summarises information calculated in the Model across the following headings:
o Project management viability (Rows 5 to 9)
o Key metrics for the PPP and private sector capital structures (Rows 14 to 35)
o Quality of support being provided by stakeholders (Rows 39 to 58)

E. PRIVATE LENDER VIEW (TAB 5)

The Sheet’s functionality is described in below extract from the Model.

Figure 38. Sheet overview (TAB 5)

TAB 5: PRIVATE LENDER VIEW

This tab illustrates the project's potential credit profile and ability to meet due diligence requirements from a commercial lender's perspective. It also contains information
in respect of revenue quality and credit enhancement opportunities. There are 3 sections dealing with (1) project management viability, (2) key metrics including internal
3 rates of return and weighted average cost of capital, and (3) quality of potential support for the project.
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The Private Lender View Sheet summarizes information calculated in the Model across the following headings:
o Project management viability (Rows 5 to 9)
o Key metrics for the PPP and private sector capital structures (Rows 12 to 44)
o Quality of support being provided by stakeholders (Rows 50 to 68)

For more information, please contact GlobalDF
through the website contact form on www.globaldf.org

If interested in supporting the scaled up use of the tool and its improvement,
please contact Dr. Barbara Samuels, Executive Director of GlobalDF
at barbara@globaldf.org
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