“Infrastructure & Major Projects
Financing: Structures, risks and
constraints”

Canada /E DC

Realize a World of Opportunity



About EDC

» Canada’s Export Credit Agency

» Crown corporation wholly owned
by Government of Canada

» Financially self-sustaining

» Operates on commercial
principles

» Served 7,427 customers in 2012, doing business
across 187 countries covering over 75,000 buyers
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EDC’s Role

» To support and develop
Canada’s export trade and
international business efforts

» Financing and insurance
solutions for Canadian
exporters and investors
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EDC Mandate and Benefits

- EDC’s mandate is to support Canadian exports and foreign investments. The
amount of EDC support on a project is therefore driven by the Canadian benefits as
well as credit considerations.

« EDC's approach to Canadian benefits involves a strategic assessment of both
immediate and longer-term Canadian wealth- creation benefits including:
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Export of goods and services

Canadian foreign direct investment

Dividends to Canadian companies

Stream of future revenues under related contracts
Research and development levels in Canada
World product mandates

Follow-on opportunities for Canadian companies

« EDC'’s typical objective is to hold a level of commitment consistent with both the
level of Canadian benefits in a project and the hold position of other financial
institutions.
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What We Do

» Programs:

» Insurance

Financial services
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Bonding products

» Small business solutions

» Customers:

» Canadian exporters
» Canadians investing abroad
» International buyers of Canadian goods/services

» Foreign direct investors

» Work in partnership with other financial institutions
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Statement of Commitment to CSR

» At EDC we are committed to carrying out our mandate in a
socially responsible manner consistent with our corporate

values.

y CSR Operating Principles \
Business Environment Transparency Community Employee
Ethics Investment Engagement

\ Vision / Core Values /




Connecting with Canadian Businesses

Across Canada

» 17 offices across Canada
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Supporting Business Worldwide

’ . . [ North America / Caribbean $53.2B (52%)
EDC’s foreign representation B Asia $24 28 (23%)

[ Europe $15.4B (15%)

[ South/ Central America $5.8B (7%)

B Africa/ Middle East $4.0B (3%)

i e - _ % = percentage of EDC’s total business volume
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Beijing,
“ People’s Republic of China

Shanghai,
People’s Republic of China

Mexico City, Mexice New Delhi, India

Lima, Peru @

Y Rio de Janeiro, Brazil

. ~ .
Santiago, Chile '@ Sao Paulo, Brazil

@ Location of EDC Representation



Financial Solutions

» Corporate lending — bilateral loans
» Structured financing — project finance

» Political risk coverage — bank syndications

» Pull deals — financing ahead of procurement




The EDC Advantage

* Full Capital Solution

- Arranging Y Enhanced with in-house

 Underwriting expertise:

- Political Risk Insurance * Technical Advisory

Services
_ _ — + Environmental Advisory

« Commercial Aptitude Services

* World class experience « Country Analysis

*Timely financial close - Canadian capabilities

knowledge

 International Focus

* Representative offices

 Trade Creation

 Lending is not tied to other financial services (i.e. Investment banking,
trading, etc.) — looking to support or introduce Canadian procurement

, *rDC



INFRASTRUCTURE = Priority sub-sectors

ALTERNATIVE FUEL

CONSTRUCTION +
INFRASTRUCTURE

WATER +
WASTEWATER
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Production +
distribution of
ethanol,
hydrogen,
methanol

Buildings:
commercial,
health care,

social

Water:
dams/facility
management,
supply +
distribution

Hydro, nuclear,
solar, thermal,
geothermal, wind

Transportation:
airports, bridges,
ports, roads

Wastewater:
collection,
treatment,

recycling



Priority markets

Power, Water Strategic: Cleantech

.
| Power § Constr. & Eng.
Strategic: Cleantech, Water
(Singapore as gateway to SE
Asia)
gé: by .
Strategic: Constr. & RIah N
Eng., Water, Cleantech S o o
Power, e
Power & Constr. Constr. & Eng.
& Eng.
Power,

Constr. & Eng.

Constr. & Eng.,
Institutional investors

Multi-sector development — established
Multi subs-sector focus — development
Sub-sector specific — established
Sub-sector specific — development

Up and coming
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Pull Transactions and ISAs

| - GvtofPeru

Pull transactions
Other International Strategic Accounts

- Hochtief

- Siemens AG &
Andrizt

- GDF Suez |

- China Everbright
.. - Noble Group
" -China Gas

- Odebrecht

-IMPSA

(Pull to be signed shortly) /Y
- Transnet
- Eskom

- Larsen & Toubro Lo
- Tata Power N
- Punj Lloyd zy



Canadian Capabilities
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» EDC has broken down its business into six broad
sectors

» Benefits:
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Deeper understanding of the underlining risks in
underwriting business

Closer knowledge of Canada capabilities and
interest

Building relationships across supply chains

Ability to innovate

*EDC



EDC’s Project Finance Criteria

Initial considerations in reviewing a project on a preliminary basis include:

» Canadian Benefits
» Strong Sponsor Commitment

« Equity, strategic interest, offtake
» Viable Project

 Technically; Economically
» Strong Cash Flow Coverage

- Debt Service Coverage Ratio
- Loan Life Ratio
» Country Risk

* Macro Issues
* Infrastructure (i.e. legal)
» Strong Participants

» Sponsors, Offtakers, EPC’ers
- Financially; Technically; Track record
» Adequate Return for Risks

» Other Senior Lenders Involved with EDC

*rDC



Project Finance Risks

The identification of risks is essential in an analysis of a project financing.
Key risks include:
» Market Risk
+ Supply and demand assessment
» Input Risk
« Fuel supply; mineral reserves, feedstock, etc
» Construction and Development Risk
» Technology Risk
» Performance Risk
— meeting capacity requirements, etc.
« Construction cost overruns and delays
» Political and Regulatory/Legal Risks
» Currency and Foreign Exchange Risk
» Sponsor Risk

*rDC



Project Finance Risks (cont'd)

» Environmental Risk
» Corporate/Social - Public Consultations/Bribery and Corruption
» Operational Risk
» Insurance Coverage Risk
» Financing Risk
+ Transaction Structural Risk
* Documentation Risk
« Underwriting / Syndication Risk

Ultimately all tied to the underlying commercial risk of non-repayment of the
loan.
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Problems that can arise

» Construction cost overruns

» Completion delays

» Environmental problems

» Technology/Performance problems
» Inaccurate cash flow projections

» Market problems

» Political Risk/Currency and foreign exchange risk

These problems are the best advocates for proper risk identification and a & -
complete due diligence process. /I:DC



Sources of Funding

Debt Tranche
Islamic Tranche

Commercial Bank Tranche:

» Local Currency Tranche

» US Denominated Tranche

ECA Tranche
Multilaterals

Government Owned Entities
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Equity Tranche

4
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Sponsors

Sovereign Wealth Funds
Investors

Government Owned Entities
Multilaterals (ex: IFC, EBRD...)

MoF
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Key EDC Contact

Jean-Francois Croft

Chief Representative, Middle-East
International Business Development Group
Jeroft@edc.ca

Tel: 613.597.7882

Line Charbonneau

Sector Advisor

Infrastructure & Financial Services Group
LCharbonneau@edc.ca

Tel: 613.598.2588
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