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THE PROJECT

Cabedlica S.A. is a Cape Verdean company created in 2009.
It is based on a Public-Private-Partnership (PPP) established
in 2008 between InfraCo Limited, a privately managed
donor-funded infrastructure development company, the
Government of Cape Verde (GovCV) and Electra, SARL,
the local utility company.

The PPP administers the development, financing,
construction, ownership and operation of four wind farms
in Cape Verde, with a total installed capacity of 25.5 MW,
distributed throughout the islands of Santiago (9.35 MW),
S&o Vicente (5.95 MW), Sal (7.65 MW) and Boa Vista
(2.55 MW).

The main objective of the Cabedlica PPP is the production
of electricity from wind for the national grid under an
independent producer regime.

The PPP envisions Cabedlica as a solution to the rapidly
increasing energy demand, while also acting to reduce

the import of expensive and environmentally polluting
fossil fuels. Furthermore, the Cabedlica project proposes
to diversify the national energy matrix and reduce pressure
on the public sector in financing the energy growth

of the country alone and complying with international
environmental commitments.

In 2010, Africa Finance Corporation, a Pan-African
development finance institution and Finnish Fund for
Industrial Cooperation, began their participation in Cabeolica
as majority investors and fundamental strategic partners.

Having secured long-term loans from African Development
Bank and the European Investment Bank, Cabedlica

signed a full Engineering Procurement and Construction
contract (EPC) and Service Agreement with Vestas. The EPC
envisioned the construction of the four wind farms including
the erection and installation of all 30 wind turbines
procured; the construction and installation of roughly 30 km
of transmission lines for connection of each wind farm to

the respective island’s utility electricity grid; the construction
of a total of roughly 15 km of external and internal access
roads and 4 control station buildings.

« Atthe end of 2011 three of the four wind farms began
producing roughly 30% of the energy consumed in the
respective islands. The fourth and last wind farm was
scheduled to begin production in April 2012.

+ The project is designed as a Clean Development
Mechanism project. Cabedlica has completed its PDD
(project design document), which has been accepted for
publication on the UNFCCC website by the CDM Executive
Board. It is currently undergoing validation.

* As the first commercial scale PPP wind farm in Sub-Saharan
Africa, the Cabeolica projects won the Best Renewable
Project in Africa Award at the African Energy Awards in
2011.

PUBLIC-PRIVATE PARTICIPANTS

Public Sector:

+ The Republic of Cape Verde; Ministry of Tourism,
Industry and Energy

* Electra, S.ARL.; majority Government-owned utility
company

Private Sector:

* African Finance Corporation

» Finnish Fund for Industrial Cooperation Ltd. (Finnfund)

+ InfraCo Limited (Developer of the project)

LESSONS LEARNED

Energy Policies

+ Since the 1990's, the Government has been seeking
to increase the installed wind energy capacity in the
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country. However, due to limiting technical and know-how
factors and the lack of strategic partners in the industry,

it was unable to complete this goal until now. In 2006,
together with the expansion of the energy grid, coupled
with technical studies and development of a wind and
solar atlas, the (GovCV) set the target of reaching 25%
Renewable Energy by 2011, which created a good basis
for the Cabedlica PPP and decision-making.

The electricity system is a Single Buyer system, which
constitutes a clearer framework for ensuring the off-take
volumes and pricing, compared to a liberalized competitive
power market. The project financing relies on a tailor-made
long-term PPA supported by certain GoCV guarantee
arrangements and tax and duty exemption agreements that
secure the normal activity of the company through at least
20 years.

At the moment Cabedlica is financially self sustainable,

with no public sector financial support, and its wind

farms currently in operation are contributing a large share
of renewable energy into the electrical grid network.
Furthermore, Cabedlica is supplying 25% cheaper electricity
than other available options. These positive factors, coupled
with the continuous acquisition of know-how, place the
company in a strategic position to support GoCV in its target
of reaching 50% installed renewable energy capacity by
2020.

Financing

Cabedlica's investments are based on the Project Financing
scheme with 30%-70% equity-debt ratio. The PPP had

a key role in establishing the financing by facilitating the
long-term PPA with Electra, and by providing the supporting
guarantees and tax exemptions.

InfraCo Limited, as the main developer of the project,
created the dynamics behind the financing of the project
by identifying investors to take the risk of investment and
assume a shareholding position, as well as, identifying
international institutions to assume the financing.

.

The main investors (Africa Finance Corporation; Finnish
Fund for Industrial Cooperation and InfraCo Limited)
invested roughly € 20 million.

The main lenders were the European Investment Bank
and the African Development Bank. They provided loans of
roughly € 45 million in total.

Replicability

This project is the first PPP in Cape Verde. It was designed
in such a way that its structure could be replicated in other
power projects and/or across other industry sectors in

the nation.

The Cabeolica project is also the first commercial PPP in
the wind energy sector in Sub-Sahara Africa, and is being
studied by other countries for replication. The PPP plays a
key role in providing conditions acceptable for private equity
and debt financing. In countries in which sufficient political
will exists in combination with a transparent environment
between the public and private partners, this project can be
successfully replicated.

The main roles which the Cabedlica PPP plays in ensuring

replicability of similar projects are:

1. Participation of solid, transparent, high-profile public and
private partners.

2. Reduction of the pressure on the public sector to fund
the expansion of energy generation capacity alone.

3. The incentive for the constitution of a long-term off take
agreement to ensure predictable and transparent cost
planning.

Long-Term Policy Framework

This PPP can have a positive influence on private financing
and private companies investing in developing the electricity
supply systems, thus providing additional financial and
business know-how resources to complement the often
inadequate public sector resources. In the medium

term this will also help to introduce competition into the
electricity market.
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Furthermore, during the development phase of the project,
the company aided the GoCV in establishing its Designated
National Authority (DNA). The creation of this organ will
now facilitate further clean energy investments which will
benefit from potentially positive CDM evaluation.

Besides the establishment of clear renewable energy
capacity installation targets, no new policies were developed
specifically to ensure the success of the project. However,

in 2006, 2 decrees were established to refine policies
regarding electricity production with some slight benefits to
renewable energy production.

In 2011 a strong decree was created to establish certain
incentives for renewable energy development which
includes issues of land planning, taxation, environmental
licensing and warranties. In Cabedlica’s particular case, the
search for private investors was hugely simplified due to
the project being low carbon-emission. This factor in the
framework is seen as an extremely positive incentive.

Now, public actors have to ensure that policies are enforced
and the PPA and other commitments are honoured without
changes, in order to encourage further private financing.

Moreover, the public sector has to ensure the financial
strength of Electra, the national utility company, by
improving the legal and regulatory framework for retail
electricity distribution, especially for billing and collection,
and by developing price regulation policies and practices.

Research and Development

Technical, commercial and organisational R&D is needed in
order to increase the wind (and solar) power penetration
rate. Currently the local grid stability and spinning reserve
requirements limit renewable energy penetration to around
40-50%. A partnership such as this, directed towards
renewable energy production, must encourage continuous
development of the grid control systems and performance
and integration of specific equipment (in this case wind
turbine) into the grid, research into electricity storage,

training and know-how transfer to its employees as well as
utility employees in order to maximize stable production
and minimize losses. This sort of promotion of R&D and
training will be primarily encouraged from the private actors
and must involve the public actors to be effective.

CONCLUSIONS

A successful PPP provides a firm framework to facilitate
project financing. The renewable energy sector is particularly
demanding in terms of capital investment, as well as

heavily regulated. Ensuring a public-private partnership is an
important way to overcome these two important obstacles.

With the involvement of the government and the utility, the
regulatory and commercial risks are reduced to a minimum
and it is easier to develop and identify solid private partners
for project finance. During the operational phase and in
business management, public sector involvement is not
required.

It is important to state that PPPs will fail if they are used for
political purposes, or if the public partner is able to change
the rules retroactively.

FOR MORE INFORMATION CONTACT:

Ana Monteiro
Cabedlica SA.

Tel.: 4238 2602260
ana.monteiro@cabeolica.com

http://www.cabeolica.com
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ABOUT THE GLOBAL SUSTAINABLE
ELECTRICITY PARTNERSHIP:

Created in the wake of the 1992 Rio Summit,
the Global Sustainable Electricity Partnership,

formerly e,, is a non-profit international

organization, composed of the top world
leading electricity companies, whose mission
is to play an active role in the international
debate on global electricity issues and to
promote sustainable energy development
through electricity sector projects and human
capacity-building activities in developing and
emerging nations worldwide.

For more information visit:
www.globalelectricity.org.

ABOUT UN-ENERGY:

UN-Energy was initiated as a mechanism

to promote coherence within the United
Nations family of organizations in the energy
field and to develop increased collective
engagement between the United Nations
and other key external stakeholders. Its
envisaged role was to increase the sharing
of information, encourage and facilitate joint
programming and develop action-oriented
approaches to coordination. It was hoped
that it would develop into a system-wide
network open to all and a mechanism by
which a range of organizational actors could
work with the United Nations to ensure

a more coherent approach to addressing
energy issues.

For more information visit:
WWW.Un-energy.org.
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Web: www.unido.org
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