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Lz - OVERVIEW OF FUNDING MODELS
INTRODUCTION

Funding Models

| KWAZULU-NATAL PROVINCE

EASURY
REPUBLIC OF SOUTH AFRICA

:rThe funding solution may require a combination of on andk Ring Fenced / Off
off-balance sheet lending, to unlock the required liquidity ! Balance Sheet
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& " pOTENTIAL FUNDING SOLUTIONS

Tried and tested solutions

A combination of funding solutions are available to implement PPP projects, which are highlighted below as well as detailed in the following slides.
The ultimate financing option, or combination of finance instruments, selected will be informed by a financing strategy that best optimizes risk allocation for the contemplated project across project

parties.
PARTNERSHIPS WITH THE PRIVATE SECTOR

Given the Design, Build, Finance, Operate, Maintain, Transfer (‘DBFOMT”)or
BOT or Concession Contract nature of the public private partnerships (“PPP”)
envisaged for implementing projects, it is contracted that the Private Party
cannot maintain outright ownership of the concession as it will need to
be transferred to the Provincial Government / Municipality as the
Contracting Authority at maturity of the concession.

Key contractual provisions to be agreed will need to ensure that the revenue
generation model of the project over the concession period adequately
compensates the investors and finance parties during the fixed concession
period.

In the event of any premature termination of the concession, events of default
which will be clearly articulated in the project agreements, the termination
payments that will materialize will need to reflect adequate compensation for
revenue earned and the ability of the project assets to be included in the
security arrangements.

Termination values and payments payable and/or receivable to a Project Party

at a point in time will be reflective of compensating for returns generated up to a

point in time relative to the opportunity costs of forgone returns.

The requirement for Government support will be determined by the project
cashflows and the ability to sustain debt. In any event government will typically
be liable under law for its legal performance obligations

ALLOWS FOR LONG-TERM FINANCING - [15] YEARS +.

EXPORT CREDIT AGENCY BACKED SOLUTION BALANCE SHEET
It is likely that there will be capital equipment and services = With the assumption that the “transfer” provision of
procured internationally/regionally to implement the project. the envisaged PPP arrangement is to maintain

ownership of the Project Assets, the most
expedient way in which to finance the project would
be through the balance sheet of the
province/municipality.

The components of the project which are imported
internationally or from outside of the country are eligible for
preferential financing terms, to incentivize the exports of the
country of origin. These will be contained in the Export Credit
Cover documentation. = Lenders and investors would need to analyze and
assess the financial position of the Borrower to

Standard Bank is able to work with contracting authorities avail any funding, that would be payable.

and/or the project company to assess the viable geographical
locations from which capital equipment can be sourced forthe = The operations and/or maintenance of the Project

project. This will be jointly with the project contractors as they would be entered into via separate contractual
will bear the primary responsibility of sourcing equipment under arrangements including but not limited to leasing
their respective construction and/or engineering, procurement arrangements etc.

and construction (“EPC”) contracts.
= TERM FINANCING OF UP TO [7-10] YEARS

Export Credit Agencies (“ECAs”) have minimum content
requirements that will need to be met before any Export Credit
Cover benefits can be availed.

The payment terms of Export Credit Agencies often require a
down payment of circa [15]% to be made by the buyer upfront.

= ALLOWS FOR LONG-TERM FINANICNG UP TO 15-YEARS
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s CONCESSION MODEL

Key considerations

= What is a Concession —aright of use for a pre-defined period — NOT DBEOMT Model
privatisation |

= Concessioning allows for significant private sector involvement for development
and operations.

= Benefit is that private sector raises capital to fund the projects, so no direct impact

on fiscus. Government also benefits from upside. | PPP
. . . i Payment Debt Fi

= Allocation of risk to those best placed to manage risks. ; Mechanism Agreement evt rinance
= Means that all project counterparties are held accountable for their role in v Emmmml Financiers

delivering the project, e.g. performance bonds. § Unitary Payment to Broiect Comban
.- Th . del di tollows: i Payments/ . > J Py pany

The concession model presented is as follows: | VPP N=8 " Project Company (SPV)

- Government Agency attributes to a Special Purpose Vehicle (“SPV” or

Equity Sponsors

- The Concessionaire will be responsible for the design, build, finance, operate Equity Finance
and maintenance of the Project; '

“Concessionaire”) a concession for a period of [30] years;

o ) ) _ ; Design & ' Operations &
- The Concessionaire will be responsible for the collection of revenues, i Construction Maintenance
depending on the nature of the concession; or ; Subcontract Subcontract

- Province / Municipality can pay the SPV an availability based payment in the
form of an annual unitary charge. : D&C Subcontractor O&M Subcontractor

= Upto [15] years debt tenor.

= Credit enhancement through the likes of the Mulilateral Investment Guarantee
Agency (“MIGA”), GuarantCo and Development Finance Institutions (“DFI”) risk

sharing solutions may be appropriate; ECA solutions also possible. e s
age



DISCLAIMER

If you received this document in error, please immediately return the document and other related documents to Standard Bank.
On receipt of this document, you agree to be bound and are deemed to understand that:

This presentation is provided for information purposes only on the express understanding that the information contained herein will be regarded as strictly confidential. It is not to be delivered nor shall its contents be disclosed to anyone other than the entity to which it is being provided and its employees and shall not be reproduced or
used, in whole or in part, for any purpose other than for the consideration of the financing or transaction described herein. If this presentation has been received in error it must be returned immediately to The Standard Bank of South Africa Limited (“Standard Bank”). This is a commercial communication. The information does not include a
personal recommendation and does not constitute an offer, or the solicitation of an offer for the sale or purchase of any financial product, service, investment or security. The information, investments and/or strategies discussed here may not be suitable for all investors; if you have any doubts you should consult your investment advisor.
No liability is accepted by Standard Bank and/or any affiliate, subsidiary or branch thereof (the “Standard Bank Group”) whatsoever for any direct or consequential loss arising out of reliance upon all or any part of the information contained in this presentation. You are not relying on any communication (written or oral) from any member of
the Standard Bank Group as investment advice or as a recommendation to enter into any transaction; it being understood that information and explanations related to the terms and conditions of a transaction shall not be considered investment advice or a recommendation to enter into that transaction. No communication (written or oral)
received from any member of the Standard Bank Group shall be deemed to be an assurance or guarantee as to the expected results of that transaction. The investments discussed may fluctuate in price or value. Whilst every care has been taken in preparing this presentation, no member of the Standard Bank Group gives any
representation, warranty or undertaking, express or implied, and accepts no responsibility or liability as to the accuracy, or completeness, of the information, statement, assumption or projection contained in this presentation. Past performance is not indicative of future results.

For the avoidance of doubt, our duties and responsibilities shall not include tax, advisory, legal, regulatory, accounting or other specialist or technical advice or services. You are to rely on your own independent appraisal of and investigations into all matters and things contemplated by this presentation. By accepting this presentation, you
agree to be bound by the foregoing limitations. Kindly note that this presentation does not represent an offer of funding since any facility to be granted in terms of this presentation would be subject to the Standard Bank Group obtaining the requisite internal and external approvals.

International

Brazil
Standard Bank Brasil Representacdes Ltda. ("Standard Brasil") is a representative office for the Standard Bank Group, in accordance with National Monetary Council Resolution No. 2,592, authorised to carry out commercial contacts and to transmit information of interest to Standard Bank Group abroad, being expressly prohibited to carry
out transactions that are restricted to financial institutions and other institutions authorized to operate by the Central Bank of Brazil or by the Brazilian Securities Commission. Standard Brasil has no powers to contractually bind the Standard Bank Group's foreign companies represented by it.

Dubai
The Standard Bank of South Africa Limited (DIFC Branch) is authorised and regulated by the Dubai Financial Services Authority (register number F002907). Within the Dubai International Financial Centre the financial products or services to which this marketing material relates will only be made available to Professional Clients, including
a Market Counterparty, who meet the regulatory criteria of being a Client.

Hong Kong
Standard Advisory Asia Limited is licensed by the Securities and Futures Commission under the Securities and Futures Ordinance in Hong Kong. The information contained in this presentation is only targeted for Professional Investors, and is not for the use of retail clients. Any investments and services contained or referred to in this
presentation may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services.

People’s Republic of China

The information contained in this presentation is of an educational or general branding nature, and is targeted only at identified groups of PRC clients who have previously expressed an interest to receive information of a similar nature from us. Nothing contained in this presentation is intended to be distributed to the general public.
Nothing mentioned or referenced in this presentation shall be regarded as our investment advice (including investment advice in relation to any market, or any product provided by any member of Standard Bank Group or by any other person).

Standard Advisory (China) Limited is a non-banking subsidiary of the Standard Bank Group and, with regard to this presentation, is permitted to facilitate forwarding of information of such nature to identified persons in China who have expressed an interest in receiving it. It is not permitted to give any advice or provide any product which it
is not approved by the relevant governmental authorities to give or provide.

The distribution of this presentation and any information contained herein does not constitute provision of financial information service in China, by Standard Advisory (China) Limited or by any other member of Standard Bank Group which requires approval from the Information Office of the State Council according to Provisions on
Administration of Provision of Financial Information Services in China by Foreign Institutions.

UK

This information is not intended for the use of persons other than investment professionals or other persons to whom it may lawfully be communicated and must not be acted on or relied on by persons other than such persons. Any investment or investment activity to which this information relates is only available to investment
professionals or other persons to whom this information may lawfully be communicated and will be engaged in only with such persons. Standard Advisory London Limited (“Standard London”) is authorised and regulated by the UK Financial Conduct Authority. T his presentation is for distribution in the UK only to, and is only intended to be
directed at, persons within paragraphs 19(5) or 49(2) (a) to (d) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or other persons to whom it may lawfully be communicated. Persons into whose possession this information comes are required by Standard London to inform them about and to
observe these restrictions. Telephone calls may be recorded for quality and regulatory purposes. Standard Advisory London Limited, 20 Gresham Street, London, EC2V 7JE.

United States

In the US, the Standard Bank Group is acting through its agents, Standard New York, Inc. and The Standard Bank of South Africa Limited, Representative Office. Standard New York, Inc. is a member of FINRA and SIPC and it is neither a bank, regulated by the United States Federal Reserve Board, nor insured by the FDIC. The Standard
Bank of South Africa Limited, Representative Office is regulated by the New York State Department of Financial Services and the Federal Reserve Bank of New York as a Representative Office, and it is neither a bank nor a depository institution and it is not insured by the FDIC or any other agency of the United States.

If this presentation relates to securities, please note that in the US, the Standard Bank Group is acting through its agent, Standard New York, Inc., which is a member of FINRA and SIPC and it is neither a bank, regulated by the United States Federal Reserve Board, nor insured by the FDIC. Neither this presentation nor any copy of it nor
any statement herein may be taken or transmitted into the US or distributed, directly or indirectly, in the US or to any US person except where those US persons are, or are believed to be, (a) qualified institutions acting in their capacity as holders of fiduciary accounts for the benefit or account of non US persons (as such terms are defined
in Regulation S under the US Securities Act of 1933, as amended (the “Securities Act”)) or (b) qualified institutional buyers within the meaning of Rule 144A under the Securities Act.

South Africa
The Standard Bank of South Africa Limited (Reg.No.1962/000738/06) is regulated by the South African Reserve Bank and is an Authorised Financial Services Provider and Credit Provider.

Copyright 2021 Standard Bank Group. All rights reserved.
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