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Program

= 14.00 Walk-in

= 14.30 Presentation ING: key elements of financing geothermal projects
= 15.15 Presentation EBN: project finance and the geothermal sector

= 15.30 Break

= 15.45 Presentation Stek Advocaten: Financing documentation - Why is
geothermal different?

= 16.15 Drinks & bites
= 17.00End




= Key elements of financing geothermal projects




Agenda

~ NN

Introduction ING Sustainable Structured Finance
Project finance basics

Project finance zoom-in on geothermal projects
Key take aways



Who is looking for financing for a
geothermal project?



Who is familiar with project finance?



Who has financed a geothermal
project before?



What do you see as the main risks of
a geothermal project?



Introduction to ING Sustainable Structured Finance



Sustainable Structured Finance (SSF) focus themes
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Funding the gap: introducing the role of SSF

ING offers a wide range of tailor-made financial solutions for sustainable business initiatives

Risk

Majority share

Minority share

Preference shares |

Venture debt

Subordinated debt

Corporate debt

Asset based debt

[

Reward

.~ Key Focus Area -

Strategic Value

Profitable Outlook

Proven Technology

' Strong Historical Financials

Marketable
Assets

party

Strategic Investors

Financial Investors

Debt Funds

.~ Type of financing .

Corporate

Finance

Sustainable

Investments

Sustainable

Structured
Finance

ING Lease

Midcorps
DB NL

Where does your project fit?
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Project finance basics



Benefits of non-recourse financing compared to corporate
financing

v" Allows for risk allocation of new technologies and new business models v Possibility of longer tenors of financing depending on the contracts

to a SPV, Joint Vent 3rd part
© d 5P, JoInt Venture or ord party v" Requires limited equity contribution due to higher gearing and possibly

v" Limited or no impact on balance sheet and outside debt restrictions in equity sharing with JV partners

corporate facility

Consideration Non-recourse Corporate Comments on Non-recourse financing

Financing Financing

) ) v Risk allocation of new technologies and new business models
Risk & Balance sheet impact o _ ] _
v" No consolidation into financial statements in case of JV or 3rd party

v" Limited equity contribution
Equity return A v" Longer financing tenors

% May require the sharing of return with JV partners or 3d parties

v" No historical performance and financials needed

Credit base _

% Requires contracted cash flows

v" No lender consent needed under corporate facility
Flexibility ) v" Smaller scale transactions possible (>€5m)

% Extensive documentation and conditions for financing

vw 6 6 6 O
4

i v Eligible for green discount (depending on the project - Dutch Market)
Transaction cost . . ) .
% Additional banking and due diligence fees

‘ More favourable Less favourable 13



Asset creation and amortisation
Key building blocks project finance

CAPEX

+ Regulations «  Performance risk

TIME
Construction period Operational period
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“Game of contracts” - construction
Key building blocks project finance

-—‘

*  Base equity
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“Game of contracts” - Operational
Key building blocks project finance

+  Fixed price and volume offtake contract(s)
* Open market sales

Revenues

- Utilities, land lease and permits
+Funding of the project reserve accounts
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1
1
R
1+ Gate fees
i- Subsidies
:r- O&M and asset management i
!+ Feedstock costs :
)
1
1

Cashflow available for debt service (“CFADS”)

Senior debt service

.
.
Tax
-
.
[ ]

Free cash flow

(C T e )
g Unavoidable () i
(T ¥
> Debt principal and interest to Lenders |
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> Junior debt service and equity distributions :
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Project finance zoom-in on geothermal projects



Typical project financing structure for geothermal projects

Geothermal source and heat distribution network in one SPV

Joint-Venture Joint-Venture Heat supply & connection
Partner Partner agreement

> Off taker(s)

. Joint Venture Agreement
Senior Lender(s) I

Engineering,

EPC contract procurement and
construction

contractor (EPC)

Finance documentation

| |
1 ]
1 1
: I
s Special Purpose i
: Vehicle (SPV) :
| |
1 1
1 ]
1 1
I I
1 1

Ring-fenced
Junior Lender(s) (ECHELLE |
O&M contract Op(_erations &
maintenance
Subsidy letter _ Permits contractor (O&M)

Governmental

SDE+(+) Subsidy organizations
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Key focus areas of a geothermal project finance solution

a Financial Projections
a Construction & Operation

G Stakeholder management
c Due diligence
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(1) Ageements

« Off take contract(s) with a large pool and/or financially strong off takers.
* Long term contracts for a longer period than the tenor of the loan.

» Very limited termination grounds.

» Step-in rights senior lender(s) in major project contracts.

* No or limited risk on price, volume and quality.

» Agreements between the “source” and the “network”.

 SDE+(+) should be obtained (lender might help with a support letter).

20



« Financially strong sponsor.

* Investment takes place in a SPV dedicated to the project.

 Depending on the transaction structure sponsor guarantees might be required.

« All assets, material contracts and shares of the SPV should be pledged to the lenders.

- Joint venture agreement when more than one sponsor.

« For Dutch projects: involvement of Energie Beheer Nederland (EBN).
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° Financial Projections

« Debt sizing based on minimum debt service coverage ratio (DSCR) and debt to equity ratio’s.
« Tenor up to 15 years depending on the terms and conditions of agreements.

« Stress tests on aspects like: higher capex, inflation, delay, standstill, higher opex, lower production
volume.

« Maintenance and general reserve accounts for expected and unexpected (re)investments.

« Sufficient contingency budget.
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e Construction & Operation

« Construction preferably based on fixed price turnkey EPC contracts and/or completion support from
the sponsor(s).

» Drilling risk should be covered by the sponsor (i.e. equity), insurance (RNES) or EPC contract.

« Sufficient coverage that the demand for heat doesn't lag behind the expected sales (in Dutch
“vollooprisico”) on the day of the investment decision and/or financial close.

* Long term O&M and technical service agreements including performance undertakings and/or
guarantees.

« Sufficient insurance in place (construction all risk and corporate liability).

23



e Stakeholder management

« Permits that can already be obtained should be irrevocable at financial close.

- Large geothermal projects might involve more than 1 bank as senior lender.

« Involvement of senior lender(s) in negotiation with agreements helps for bankability.
« Agreements with united off takers (cooperatives).

« Agreements with the municipality and involvement of locals.

24



Due diligence

Advisors For the Borrower For the Lenders Can be the same advisor?
= Financial Advisor Yes Not required (unless ECA financing is targeted) No
= Legal Counsel / Advisor Yes Yes, Lenders’ Legal Advisor / Lenders’ Legal No

Counsel, these roles can be carried out by one

party
= Insurance Broker Yes Not applicable Not applicable

For the Borrower For the Lenders Can be the same advisor?

= Technical Yes Lenders’ Technical Advisor Usually yes
= Commercial Yes Not required Yes
= Market Yes Not always required Yes
= Feedstock/supply Yes Not required Yes
= Insurance Advisor Can be shared Lenders’ Insurance Advisor No
= Tax and Accounting Yes Yes Yes, Lenders could potentially rely on

T&A advisor acting for the Borrower

= Model (Auditor) Yes Lenders' Model Auditor Yes, only one independent Model
Auditor acting for the Lenders

= Environmental & Social Yes Depends on country and project size No
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Key take aways



Key take aways

Geothermal projects are bankable and early involvement of lender helps the project

Agreements are key for project finance: long term contracts, no price/volume risk and limited
termination grounds

Drilling risk should be covered by the sponsor (i.e. equity), insurance or the EPC contractor

Major benefits of project finance are risk allocation, no or limited impact on balance sheet and
longer tenors

Financial projections should be robust, predictable, have sufficient contingencies and reserve
accounts

0000
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Disclaimer

Certain of the statements contained in this release are statements of future expectations and other forward-looking statements. These expectations are based
on management’s current views and assumptions and involve known and unknown risks and uncertainties. Actual results, performance or events differ
materially from those in such statements due to, among other things, (i) general economic conditions, in particular economic conditions in ING's core markets,
(i) changes in the availability of, and costs associated with, sources of liquidity such as interbank funding, as well as conditions in the credit markets generally,
including changes in borrower and counterparty creditworthiness, (iii) the frequency and severity of insured loss events, (iv) mortality and morbidity levels and
trends, (v) persistency levels, (vi) interest rate levels, (vii) currency exchange rates, (viii) general competitive factors, (ix) changes in laws and requlations, and (x)
changes in the policies of governments and/or regulatory authorities. ING assumes no obligation to update any forward-looking information contained in this
document.

This presentation is intended for general information purposes. It does provide basic information concerning individual wholesale banking products, insurance
products or related services. However none of the information should be interpreted as an offer to sell securities or as investment advice of any kind. Queries
concerning these topics should be addressed to the individual business units and/or companies of ING Groep NV. (‘ING Group'). No warranty or representation,
express or implied, is given as to the accuracy or completeness of that information. In no event will ING Group, nor any of its directors, employees or advisors
accept any liability with regard to the information contained in the individual ING companies’, business unit or product group’s presentation.

ING Group comprises a broad spectrum of companies (the ‘ING companies’), many of them operating under their own brand names. Almost every ING
company, business unit or product group, has its own website on the internet where it offers information about its products and services. Reference is made to
those websites for further details and hyperlinks have been provided from this website to those ING companies, business units and product groups, if available.

It is prohibited to modify, copy, distribute, transmit, display, publish, sell, license, create derivative works or use any content for any other purposes than that of
this presentation, i.e. providing information about ING Group and its lines of business

No liability

While ING Group and ING companies use reasonable efforts to include accurate and up-to-date information in this presentation, errors or omissions sometimes
occur. ING Group and ING companies expressly disclaim any liability, whether in contract, tort, strict liability or otherwise, for any direct, indirect, incidental,
consequential, punitive or special damages arising out of or in any way connected with your access to or use of this presentation, and/or any other ING
companies’ presentations whether or not ING Group and/or ING companies were aware of the possibility of such damages.

All information in this presentation, including but not limited to graphics, text and links to other communication means, is provided ‘as is’ and is subject to
change without prior notice. Such information is provided, to the fullest extent permissible pursuant to applicable law, without warranty of any kind express or
implied, including but not limited to implied warranties of merchantability, fitness for a particular purpose, non-infringement from disabling devices. ING Group
does not warrant the adequacy, accuracy or completeness of any information in this presentation and expressly disclaim any liability for errors or omissions
therein. Users are responsible for evaluating the accuracy, completeness or usefulness of any information or other content available in this presentation.
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