T b
LR
- "

= i

o .*'-4?&&}}

LET THERE BE

LIGH'T

PHOTON FUND, NEPAL

Morgan Stanley Sustainable Investing Challenge
April 04, 2014



night-light

noun \'nit-Nt\

. alamp or candle providing dim light
during the night, for convenience , usually
in children’s rooms to allay night terrors



NEPAL Today
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Off-grid households He obehold/ month

Sources: International Finance Corporation; FAO/WFP Food Security Assessment Mission to Nepal



NEPAL In need

800.000L US$65/ US$9/

month month

Kerosene use p.a. Expenditure per Kerosene spend
rural household







Power another 36,000 off-grid
homes in Nepal by 2016

Bring to market innovative and
sustainable Solar Business Models




Why Solar?

KEROSENE
ISSUES

Health Hazard
Exhaustible
Poor quality light

Bad for environment

SOLAR
SOLUTIONS

Safe
Renewable
Brighter light
Clean



Solar Landscape
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start with
SHS?



Why it works for
rural Nepal
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Photon Fund Model

Leverage MFIs expertise and operations
(e.g. Credit Officers relationships with rural communities; collections of loans, etc.)

Provide lease : Distribute the best
financing to off-grid solar solutions to
consumers rural villages

USD 1.5M Fund (30%)

USD 3.5M Fund (70%)

t

AEPC

Provide subsidies to
qualified SHS supplies

\4

Photon Fund
Management



Financials for Phase 1

[Returns ] Schedule of Cashflows

NPV Uss187,811 4,000,000 -
IRR 12.6% 3,000,000 -

2,000,000 -
Assumptions

1,000,000 -
Fund Size $5,000,000
Interest Rate 30.0% ] Yr. 3 Yr. 4

(1,000,000) -
Cost of Funds 10.0%

(2,000,000) -
Bad Loans Rate 3.0%

3,000,000) -
OPEX Rate 7.0% | ¢ )

(4,000,000) -



Impact
Measurement
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 Reach out potential MFIs to
initiate dialogue

CL C

* |dentify potential SHS
rs for target areas

: e institutional
investors







Appendix
Financial Assumptions

Fund Size $5,000,000 Price $220.00 |Average SHS price
Cost of Funds 10.0% Typ|ca| MFI cost of funds SUbSldy $44.00 Fixed AEPC Subsidy
0,
Management Cost 2.0% Typicalmanagementic e Net Cost $176.00
Loan Amount $176.00 Funding net price of SHS Monthly Spend $8.80 4L at $2.2 perL
Tenor 3 years |short-term consumer loan | Monthly Savings $1.33
00 ifeti 16.
APR 30.0% rypical MF interest rate Lifetime Spend $316.80
Monthly Payment $7.47 Lifetime Savings $47.83
Savings Rate 15.10%
Bad Loan Rate 3.0% |Typical MFI bad loans
Operating Cost 9.0% | sharing cost with MFI ops
Boorygicllee 2 years Loans booked in 2 years
Number of Loans 36,000

Loans per Month 1,500




Appendix

Organizations in the space”

SunFarmer

powered by SunBEdison Bural Energy

| Gham
Power

nw

EMPOWER

GENERATION

WINROCK

INTERNATIONAL

Putting Ideas to Work

*Partial list.

Alternative Energy
Promotion Centre (AEPC)

Government entity
promoting
alternative/renewable
energy.

SunFarmer

Energy access for critical
services organizations like
schools and hospitals.

Gham Power

Solar system and microgrid
solutions for business and
community.

Empower Generation

Empowerment of clean
energy entrepreneurs.

Winrock Nepal

NGO providing technical
expertise/capacity building
for energy projects

Commercial banks,
microfinance firms and
cooperatives

Loan financing.

Solar system providers

Installation and
maintenance of solar home
systemes.




Appendix
References
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