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&* Investment Fund Design - Status Update

+ FFA: Developed to incorporate a fund, bank and development finance
cooperation mechanism. First draft under review and finalisation

<« LPA & PPM: Drafted to the pre-launch stage

« Heads of Terms: Drafted; requires investor comments and input
< Investment Policy Guidelines: Meets the mandate requirements
< Project Identification Form: Improved for bankable project

< Project Developer Profile: Developed as an aid for NPI's

+ Glossary: Provided to reduce confusion on terms*

* e.g. “Guarantee” has a double meaning in Russian
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&# Investment Fund Design - Next Steps

<« Fund Investment Manager to be under appointment

+ 10% Lead Investment Letter being prepared

< Preparation of Fund Investor Presentation underway

« Solicitation of commitment from the remaining 90% started

» Development of the project pipeline progressing well

» ldentification of bankable launch projects lead candidates seen
» Obtaining commitments to the FFA in hand

» Launch of the fund: Target date Q3/Q4 2010
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&# Raising Investor Commitments — Investor Needs

Our Business:

+ Global Institutional Asset Manager
< Understanding Institutional Investors
+ Diversification of the Investment Portfolio

< Duration of Investments
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(0 Raising Investor Commitments - Type of Investors

Investor sentiment:

¢ Investor profile — diversification, ESG/SRI
¢ Placement and distribution

<+ Pension funds

< Family offices

< Insurance companies

< Fund of Funds
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&» Common Terms of Investment Funds

< Background to the Investment Fund model:

)

4

D)

- Investment funds provide a high degree of flexibility, provided by bespoke drafting
of investment objectives and parameters to suit the various requirements of the
individual participant investors (for example any specific tax or legal
requirements)

)

» The first formal external document will be a Private Placement Memorandum
(PPM), a confidential document outlining the investment proposition and soliciting
iInvestment from a selected group of prospective investors

» The pivotal contractual document, made available following an 'in principle'
agreement to invest, is a Limited Partnership Agreement (LPA), a confidential
agreement between the closed group of investors

» Market practice, and investor expectation, dictates that certain fund terms and
pricing arrangements will follow a market standard (references are commonly
made to '2 and 20' or '‘80:20' model, referring to management fees and the split of
capital returns between fund investors and manager)

NORTON ROSE
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& Launching an Investment Fund

< Drafting the LPA and ancillary fund documents is a fund 'set-up' cost and is
therefore often an expense that will be paid by the investors

» These costs are recovered by the investor through capital returns made on the
fund's investment projects, prior to any preferred return, incentivising all parties to
keep them low

< Minimal legal drafting expense is incurred until there is a high degree of certainty
of commitment from cornerstone investors

< Fund documentation that has been used in previous similar projects may be
available to address common themes and therefore help reduce costs

< The LPA will need to be tailored to address cornerstone investor issues and
requirements, so preliminary discussion with investors will need to be conducted
to determine the scope of the LPA

< The LPA will need to dove-tail with unique provisions of the FFA, and as a result
a broad acceptance of the FFA will be required in order to avoid unnecessary
negotiation and wasted costs

) A
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&» Fund Structure
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(0 Investors: Why investor demand Is strong

Fund Meets

Several

Investor Needs
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&# Investor — Express of Interest

Supernational organisations have been keen to understand the
detalls

Significant support has been seen at governmental level in EU
countries

International banks were among the first to express interest

Local branches of international banks have strongly supported
this idea

Local banks have been enthusiastic to engage with the fund
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&» Developing the FFA — Who fills the gap?

Senior Lenders Development Banks

PROJECT
.

Mezzanine & Equity Fund

% Project document development support is key to promote bankable projects

% Targeted training could be used a to maximum effect here

(’ CONNING 15th Session of AHGE, 9 June 2010, Geneva 10



&e Challenges: Universe of Projects

Individual projects of

bankable size

MARKET
STANDARD

Small to medium

sized projects
TRANSITIONAL

% Solving the issues of synchronisation and of project document development allows time to
develop market -standard solutions for small projects and complex projects e.g. district heating.
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&e Country Visits - Ukraine

Quote “If you had come in 2007 we had no need to see you, in 2009
we couldn’t have seen you, but in 2010 you come at just the right
time”

< The project pipeline is robust
<« The banks are keen
<+ Development banks showed firm interest in cooperating

<+ Banks have stalled projects due to the lack of mezzanine finance
and are very willing to discuss aggregation

<+ The ESCO showed interest in market based financing given their
privatisation aims
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&e Country Visits - Belarus

Quote “Why don’t you just tell us the rate; why always IRR?”

<« The reaction from the banks was overwhelmingly positive

<+ Some banks were keen to participate by passing on participations
on existing projects to relieve pressure on their balance sheet

» Nascent Project document development capacity exists, but the
concept is not generally well understood

<+ Even though the majority of companies have state involvement, it
came as an unexpected surprise to see how well the concept of
market based financing was received
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&e Country Visits - Bulgaria

Quote “ The gap between the dream and a bankable project is very big”

<+ The FFA generated significant interest and curiosity and many

saw the potential for it to solve the issue of project documentation
generation

< Aggregation of projects was seen to be possible both at the bank
and supplier level; even for a diverse group of projects with
different owner operators

<+ Project document development is an advanced skKill
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&e Country Visits - Russia

Quote “But all of this is so easy”

< Strong interest from project developer, many of which already
have completed projects. Keen to explore international financing

<+ Banks especially keen to cooperate. The approach of the FFA
was welcomed and the risk sharing aspect was particularly
attractive

< Insurers, very keen to assist too; both with projects and in as
support capacity
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&e Country Visits - General Observations

Despite the difficult market conditions, the mood is cautiously
optimistic
Projects exist and are stalled because of the lack of mezzanine

finance, insufficient attention to cash flow generation and poor
project documentation preparation

The perennial problems of the synchronicity of finance and project
Size are evident

Project demand is significant
The initial FFA was very well received by all — in all countries

“Best practice” examples to show “business as usual’ was seen as
a very useful tool to shorten lead times

The submission of project information to kick start the pipeline was
spurred on in all three countries, in part as a result of the visit which
supported calls by the NPI's for such information
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&# Contact Details

Walter Blasberg

Head of Global Business Development
Tel:+ 1 860 299 2330

Fax:+ 1 860 299 0330

Email: Walter_Blasberg@conning.com

Conning & Company
One Financial Plaza
Hartford CT 06130
United States

John Wood

Partner

Tel: +44 20 7444 2708
Fax: +44 20 7283 6500

Email: John.Wood@nortonrose.com

Norton Rose LLP

3 More London Riverside
LONDON

SE1 2AQ

NORTON ROSE

Gerard-Jan van Berckel
Director, Head of Continental European Sales
Tel: + 44 20 7337 1937
Fax:+ 44 20 7337 1941

E-mail: GerardJan_vanBerckel@conning.com

Conning Asset Management Limited
55 King William street
LONDON
EC4R 9AD

Markus van der Burg
Managing Director
Tel: + 44 20 7337 1931
Fax:+ 44 20 7337 1941

E-mail: Markus_vanderBurg@conning.com

Conning Asset Management Limited
55 King William Street
LONDON
EC4R 9AD
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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.

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.

Conning and Company is the parent company of Conning, Inc. and Conning Investment Products, Inc. ("CIP")

Conning, Inc. is an investment management firm registered with the Securities Exchange Commission (‘SEC’) under the
Investment Advisors Act of 1940. CIP is a FINRA registered broker-dealer. Conning Asset Management (Europe) Limited
(‘CAMEL’) is authorized and regulated by The Irish Financial Services Regulatory Authority.

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, affiliated Conning Asset Management entities and their clients may have
material interests in any investments, or in geographic or market sectors, described herein.

CAML / Group VAT number: 980057613 Registered in England No. 3654447
FSA Register Firm Reference Number: 189316 Registered Office : 55 King William Street, London EC4R 9AD
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