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ABOUT WINCH

Winch Energy Limited

« Winch Energy is a off-grid solar developer and
operator. Winch aims to become the largest off-

grid utility in key African countries.

« Winch's executive management team has
extensive experience in the energy, engineering
and financial industry. Winch's shareholding is
comprised of Total EREN, Winch Partners,

ltochu Corporation and Al-Gihaz.

* As of 2022, Winch is one of the largest solar
mini-grid developers globally and is the largest

developer and operator in Uganda.




MINI-GRID FINANCING

Typical Mini-Grid Financing WINCH ENERGY

Sometimes, Mini-Grid
portfolios will be re-
financed post construction.
Developers may try to get
debt into the project at this

Mini-Grids began to
be funded in
portfolios rather than
single sites. Larger

ticket sizes.
stage.
lllllllllllllll*lllllllllllllllrlllllllllll*
Early stage pilot Mini- Today, Mini-Grid The ambition is to have
Grid projects were projects tend to be at least 50% debt into the
often single sites and portfolios funded via project pre-construction.
were typically equity. This is due to the At the moment, this isn't
financed on balance level of risk associated feasible for Mini-Grid
sheet and therefore difficult to projects.

attract debt at pre-
construction stage.



CASE STUDY

Winch Case Study
A portfolio financing
approach

project
countries
locations
connections
people

cost project
debt providers
equity providers
contractors




LOCATIONS

Winch Mini-Grid Project
49 Mini-Grids in Uganda and Sierra Leone,
providing 50,000 people with electricity




DEAL STRUCTURE
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TARIFF, SUBSIDIES AND IRR

Balancing Stakeholder Expectation

Donors

Subsidy

Donor subsidy is low and tariff (% of project cost)

is low. However this is likely to
mean a low return rate (IRR)

so investors therefore unlikely
to invest.

Donor subsidy is low and
investor return rate is high.
However the tariff has to be
high so customers and
governments likely to be
unhappy.
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Investors, customers and
governments will be happy if the
subsidy is high. This means
private return rate can be high
and tariffs can still be low.

All stakeholders need to be happy



SENSITIVITY ANALYSIS

. I WINCH ENERGY
Tariff vs Subsidies

A sensitivity analysis on a typical mini-grid model with standard inputs based on industry
benchmarks. The table shows IRR at different tariff and subsidy levels.

Electricty Tariff (S/kWh)
0.19 0.22 0.25 0.28 0.31 0.34 0.37 0.40 0.43 0.46 0.49

0% -13.1% -13.1% -13.1% -74% -41% -21% -0.5% 0.8% 1.9% 2.9% 3.9%
10% -13.1% -13.1% -9.7% -48% -23% -0.6% 0.9% 2.1% 3.2% 4.2% 5.3%
20% -13.1% -13.1% -58% -2.7% -0.7% 1.0% 2.3% 3.5% 4.7% 5.8% 7.2%
30% -13.1% -75% -32% -0.7% 1.1% 2.6% 4.0% 5.3% 6.7% 8.1% 9.3%
40% -114% -39% -0.9% 1.3% 3.0% 4.5% 6.0% 7.8% 9.3% 10.4% 11.5%
50% @ -5.0% -1.0% 1.5% 3.5% 5.3% 7.4% 9.2% 10.5% 11.8% 13.1% | 14.3%
60% -1.2% 1.9% 4.3% 6.7% 9.1% 10.8% 12.4% @ 139% | 153% @ 16.7% | 18.0% 206% 22.0% 23.3%
70% 2.5% 5.6% 8.9% 112% 133% 152% @ 17.0% 18.8% 20.6% 223% 24.1% 27.6% 293% 31.1%
80% 8.6% 12.1% 15.1% 17.8% 20.4% 23.1% 258% 28.4% 31.1% 33.7% 363% 389% 415% 44.1% 46.6%
90% 20.2% 257% 312% 36.6% 420% 473% 526% 57.8% 629% 680% 73.1% 781% 83.1% 88.1% 93.0%

0.55 0.58 0.61

5.7% 6.8% 7.8%

7.5% 8.6% 9.4%
9.3% 10.2% 11.0%
112% | 12.1% @ 13.0%
13.5% @ 145% @ 15.4%
16.5% 17.5% 18.6%

Subsidy (%)

« Investors typically look for return rates around 15% on their equity
« Donors typically look to limit subsidies to 50% of the project cost

« Governments typically want tariffs <$0.50/kWh



REGULATION

Differences in Regulation

Uganda

N

WINCH ENERGY

Sierra Leone

New regulations released within the last 5 years.

Exclusivity period to develop projects

Lower tariffs, higher subsidies

10-year concessions

Long application process but relatively short
approval time

Annual indexation to account for inflation and
currency

Development costs and financing costs allowed
in the calculation

Long terms tariffs

Compensation for grid arrival

New regulations released within the last 5 years
Based on the regulatory asset base model
Higher tariffs allowed, lower subsidies required
20-year concessions

Relatively short application process but long time
for approval

Annual indexation to account for inflation and
currency (although capped)

Development costs and financing costs allowed in
the calculation

Short term 5-year tariffs (less certainty for
investors)

Compensation for grid arrival



CHALLENGES
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The Challenges WINCH ENERGY
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Demand risk

Balancing subsidies, customer tariffs and return rates

Relatively small ficket size and risk level makes project finance difficult
Debt still difficult to secure

Complex structure with many stakeholders. High legal/transaction costs.
Lack of dialogue between donors, governments, developers and investors

Off-grid regulation still developing

Q:
Projects take long time develop and license Is Project
Finance
Currency and inflation risk the way

forward for

Mini-Grids?







