Conning has been mandated to design investment funds for
certain countries.

The following presentation is designed to answer the
guestion of which projects are bankable.

This is not meant to be definitive and Conning will be pleased
to provide further clarification.
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&*» UNECE - What is a Bankable Project?

All parties
share profits

Long term contracts
Owner/Operators

Proven technology/
equipment
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&*» UNECE - Where is project — country?

The project needs to
be in:

Albania

Belarus

Bosnia and Herzegovina
Bulgaria

Croatia

Kazakhstan

Former Yugoslav
Republic of Macedonia
Republic of Moldova
Romania

Russian Federation
Serbia

Ukraine

R USSI AN FEDERATION

IF NOT, IT CANNOT BE CONSIDERED  [IGHIGH

\7 l?/\/j“\ﬁ \
R P,

KAZAKHSTAN

/\/_\/—*—

<
i L&
kg >
S i

C) e, _,\‘?

~
I/\_J

N

continue

(0 CONNING

13t Session of the AHGE, 2-3 March 2009, Geneva

Swiss Re Group 3
T



UNECE - Does the sector qualify?

/7
0’0

For example, for power projects is it renewable or clean?

For energy efficiency, does it reduce energy consumption or
shift time of use?

Types of renewable and clean projects: Wind energy, solar energy, hydro-electric, biomass,
cogeneration, combined-cycle, fuel switching, geothermal, clean coal, waste-to-energy, district

heating and electric, waste fuel, combined heat & power (CHP), efficiency retrofit and related
projects and companies.

IF NOT, IT

CANNOT BE CONSIDERED  [JEHIGH continue
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&*» UNECE - What is the technology?

Is it a known and proven technology?

Is it used by others successfully?

Is it built by a creditworthy firm?

» Are the supplier warranties creditworthy?

IF NOT, IT CANNOT BE CONSIDERED [JGHIGH continue
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&*» UNECE - Who is the owner / operator?

+ Is the owner/operator experienced in the sector?

+ Are they financially viable as an operator?

IF NOT, IT CANNOT BE CONSIDERED  [JGHIGH continue
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UNECE - Who are the project owners?

« Wil they invest in the project?
+ Do they have experience with similar project technology?
+ Do they have experience in the region?

+~ Do they have a financial incentive to meet/improve on
the base case?

IF NOT, IT CANNOT BE CONSIDERED  [JGHIGH continue
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UNECE - Is there a cash generation source?

+ Is there a long term off take contract in place?

+ Does the contract allocate economic and operational
risks fairly?

+ Is the payer creditworthy?

IF NOT, IT CANNOT BE CONSIDERED [JCHItH continue
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&*» UNECE - Project Selection

A project which reaches
this stage
should be bought forward!
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&*» UNECE - What happens next?

» A project description is needed

+ A financial model will be requested

What is a project description?

What is a financial model?
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&* UNECE - What is a project description?

¢ A detailed written description, including the following

- The country and location of the project

» The sector and how the project fits into the sector

+ The technology used by the project

» Description of the owner/operators

- Track record of the operators

» Description of the long-term cash generating contracts
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&* UNECE - What is a financial model?

¢ Summary of the project economics

+ Revenue
= Contracted revenues
= Tax incentives
= Potential incremental revenue

+» EXpenses

= QOperations and maintenance
* Management & employees
= Parts, overhaul / replacement account

=  Fuel

= Taxes

= Rent/Lease

= Cost of Financing
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&* UNECE - Debt Characters

¢ Senior Debt:
Has fixed repayment amounts
Has fixed repayment dates
Has a fixed term

¢ Mezzanine Debt:
Has unknown repayment amounts
Has a fixed term

Has minimum repayment amounts

¢ Equity:
Has unknown dividend payments
Has an unknown term
Has unknown residual value
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&* UNECE - What is IRR?

C
NPV = = 0
EJ (14 7)t
N +C +GC, +C, =0
(1+IRR)? (1+IRR)? (1+IRR)t
EUR7m +C, +C, + C,

(1+17%)  (1+17%)2 (1+17%) =0

Where C is the post-debt servicing free cash flow.

13t Session of the AHGE, 2-3 March 2009, Geneva
&o connINg 14



&* UNECE - What is IRR?

+ It allows a project to happen

o It grants flexibility to the debt financing

¢ It meets investor needs i.e. long-term but worthwhile returns
¢ ltis not expensive; market rates ensure competitors don'’t step in

¢ It has advantages over equity finance, which can be expensive

(0 CONNING

13t Session of the AHGE, 2-3 March 2009, Geneva

15



&#* UNECE - Self Amortisation

¢ What is self amortisation?

+ Self amortisation is the single most important factor which
allows for the financing of a project to happen, as it defines
the base case while it allows for up-side events like an IPO*

or trade sale

* [PO = Initial Purchase Offering of shares in a company

The project generates cash sufficient to repay its debts and provides as acceptable return to equity
without a sale or other exceptional event or improvement in contractual terms.
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&» Conclusion

+ National economies benefit from greater supply efficient i.e. lower cost
o Society benefits from good resource allocation, more from less
+ Efficient regulatory structures permit more projects to be built

o Efficient financial structures encourage asset transfers to the most
efficient operators
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&¢ Contact Details

Markus van der Burg

Director

Tel:+ 44 20 7933 4501

Fax:+ 44 20 7933 6501
E-mail:Markus_vanderBurg@conning.com

Conning Asset Management Limited
30 St Mary Axe

LONDON ECS3A 8EP

United Kingdom

Brian Daly

Director

Tel: +1 917 368 4032

Fax:+1 917 368 4032
E-Mail:Brian_Daly@conning.com

Conning & Company
55 East 52nd Street
New York, NY 10055
United States of America
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& Disclaimer

This document is issued by Conning Asset Management Limited (‘CAML’), which is authorised
and regulated by the Financial Services Authority (‘FSA’), on a confidential basis solely for the
information of those persons to whom it is transmitted by CAML. It does not constitute an offer
to deal in investments or to provide investment services and will not form the basis of any
contract. This document is not to be reproduced or used for any other purpose or distributed to
or used by any other person without prior written consent. It is transmitted to you on the basis
that you would be a Professional Client or Eligible Counterparty of CAML and that such
transmission to you will not infringe the laws or regulations of any territory in which you are
resident. This document is copyright © Conning Asset Management Limited.

CAML is a member of the Swiss Reinsurance Group of companies, and provides investment
management or advisory services in conjunction with group companies in various jurisdictions
(‘overseas affiliates’). If services are provided to you directly by an overseas affiliate, all or most of
the protections provided by the UK regulatory system will not apply. CAML may also delegate the
performance of certain services to overseas affiliates.

Any statistics contained in this document have been compiled in good faith but do not constitute a
forecast, projection or illustration of the future performance of investments. The past performance
of investments is not necessarily a guide to future returns. Values of investments may fall as well
as rise, and changes in rates of exchange may cause the value of investments to rise or fall in
value, such that investors may not receive full return of capital invested. The levels and bases of,
and reliefs from, taxation can change. CAML or the Swiss Re Group may have material interests in
any investments, or in geographic or market sectors, described herein.

Registered in England No. 3654447 Registered Office : 30 St Mary Axe, London EC3A 8EP
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