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THE BLUEFIELD GROUP
International investment and asset manager

Bluefield pioneered the UK-listed ‘permanent capital model’ listing the Bluefield Solar Income Fund (BSIF) on the LSE in July 2013.

Combining M&A and Technical Asset Management expertise to provide a comprehensive solar specialist investment platform.
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A NEW FRONTIER FOR SOLAR, FEEL UNSAFE BUT...

From safe harbor of subsidized projects to market based PPAs

Subsidized
Home

VOLUME & AVAILABILITY

ISKS L :
» Contractual obligations on generation volumes
» Penalties on generator for failure to deliver.

—.

e Cannibalization

BALANCING RISKS

« Who is taking the
unbalancing risk
over time ?

COUNTERPARTY & LIQUIDITY

: _ RISKS

» Rating, unrated and security package

 Liquidity of the PPA market now and in
the future
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PRICE VOLATILITY RISKS

Exposure to the power curve
 Ability to fix limited over full lifetime of the project

HANGE IN LAW
ISK

Few jurisdictions
discussing way the market
works (negative prices,
merit  order, capacity
payments, priority  of
dispatch etc.)




... VERY POSITIVE FACTORS

Positive factors are piling in to make PPA based PV projects attractive

SOLAR & PPA
MARKET

» LCOE decreasing

 Standardization of
PPAs

» Technology efficiency

POWER MARKET

» Power prices trending upward
e Carbon on the rise and stable

MARKET FACTORS

Unsubsidize

INVESTORS & o POLICY
BANKS

Equity adiusting t PPA PV « Cessation of EU
. uity adjusting to :

o it e S|WNreNd  MIP Policy

ity ¢ Chinese module

* Increasing liquidity POLICY over-production

on the banking * Increasing Trade

market

Tariffs (US, India
etc)

)
':“:: bluefield Solar Finance & Investment Forum , January 2019 5






MITIGATION OF KEY PPA RISKS
Lesson from existing portfolio and beyond: from PPA v1.0 to PPA v2.0

FINANCIAL INVESTOR

N

Volume Risk Volume Risk

* P90 80%-90% * Portfolio approach
¢ No exclusions * Shorter periods commitments

Price Risk Price Risk

* Long Term Fix and floor * Maximize merchant/
* minimize discount

Counterparty Risk Counterparty Risk

* Investment Grade * Portfolio Approach

Balancing/Shape Risk Balancing/Shape Risk

* Borne by the off-taker * Downside upside on generator
* Requires trading skills

JOLSIANI ALITILN
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Risk Appetite
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FINANCIAL IMPACT OF RISK MITIGATION MEASURES (1/2)
Project cash yields (unlevered cash flows)*

Project cash flows under tight project finance terms

* Floor price is probably useful only for bank leverage purposes,
* |t translates in large discounts on fixed and merchant splits for investors,
* As a result, projects cash yield compress during the first stage of the investment.
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FINANCIAL IMPACT OF RISK MITIGATION MEASURES (2/2)
Equity cash yields (assumed 50% project leverage & no tail)*

Contradictory, PPA fixing results in higher exposure to merchant risk

If power prices are fixed over the duration of the debt tenor with no merchant

tail:
» The benefit of leverage for equity investors is only seen after principal
3payment,

- 1 his results in much higher exposure to merchant prices and
Cash Yield %
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SUMMARY: CONTRACTING PPAS
Focus on key contractual terms

% contracted volumes (generally based on P90 and between 70%-90%)
and shape risk

Availabili Minimum plant’s availability obligations

ty Notification obligation

Timing of price fixing and hedging (related penalties) for construction

BL“Id Out assets

e Security requirements for both contracting Parties (amounts, terms and

Price formula (fix, cap & collar, floor, discount to market price, intra contract
fixing)
aoo

Saalr ]ty security package)
ghi‘ﬂ g 2 . How change in Law is defined 2 -
Jﬂ L.EJ‘N *  How change in risk profile is allocated following a change in law v —-
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