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Why Financing Is Critical for Solar Manufacturing

Capital Intensity

Solar module factories require significant upfront investment

in equipment, facilities, and infrastructure
Long payback periods typical for manufacturing assets
Equity alone is rarely sufficient for factory-scale projects

Structured debt instruments are essential to close financing
gaps

Why Structured Finance Matters

Enables leveraging equity across larger project

scope

Aligns repayment with operational cash

generation

Reduces entry barriers for local and foreign

investors

Development finance institutions play a key
enabling role



The Strategic Role of the Development Bank of

Ethiopia (DBE)

Institutional Mandate

e State-owned development

finance institution

e Finances priority sectors
aligned with national

development plans

e Bridges commercial financing

gaps for strategic industries

Sector Focus

Renewable energy explicitly

identified as a priority sector

Manufacturing projects qualify
under industrial development

mandate

Local value addition and export
potential strengthen eligibility

Role in the Ecosystem

Provides long-tenor debt
unavailable from commercial
banks

Supports project structuring
and bankability

Acts as anchor lender for large-

scale industrial investments



Alignment with Ethiopia's National Development

Goals

Ten-Year Development Plan

Solar manufacturing supports
Ethiopia's stated goal of industrial
self-sufficiency and energy access
expansion

2

Import Substitution

Local module production reduces
dependence on imported solar
equipment and preserves foreign
exchange

3

Export Readiness

Surplus production capacity positions
Ethiopia as a regional supplier — a
strategic trade objective

(& Projects demonstrating alignment with national development priorities receive preferential consideration in DBE's

appraisal process.



Key DBE Financing Instruments

Term Loans

Long-tenor loans for fixed
assets: land, civil works, and

factory construction
Typical horizon: 10-15 years
Covers the bulk of factory

development costs

Lease Financing

Equipment acquisition through
structured lease arrangements
Preserves working capital

during ramp-up phase

Suitable for production line

machinery and automation

Working Capital Financing

Short-term revolving credit for
raw materials and operational

costs

Bridges cash flow gaps
between procurement and

revenue

Essential for smooth

production cycle management



Term Loans for Factory Development

Scope of Coverage Typical Conditions

Land acquisition and site preparation e Loan horizon: 10-15 years

Construction of factory buildings and utility infrastructure e Equity contribution required: 20-30% of total

Permanent fixed assets with long economic life project cost

e Grace period may be available during

May include initial installation and commissioning costs

construction phase

e Interest rates determined by DBE appraisal and

sector policy

[ Term loan structuring is typically the first and largest component of a solar factory financing package.



Lease Financing for Manufacturing Equipment

What It Covers

Production line machinery:
laminators, stringers, testers,

and automation systems

Equipment supplied by a
proven turnkey manufacturing
concept

Both semi-automatic and fully
automated configurations
eligible

Advantages for Investors

Avoids large upfront capital

expenditure on equipment

Ownership can transfer to

investor at end of lease term

Lease payments aligned with
production revenue profile

Vendor Considerations

DBE may require equipment
from established, certified

manufacturers

An experienced European
turnkey provideris a
recognized reference in this

context

Technical documentation and
warranties are part of the
appraisal package



Working Capital Financing

Purpose

Funds day-to-day operational
expenses during production

Covers raw material
procurement: glass, EVA, cells,
backsheet, frames

Bridges the gap between
production outflows and sales

inflows

Instrument Type

Typically a revolving credit
facility

Renewed periodically based on
operational performance

Linked to demonstrated
production capacity and off-
take agreements

Risk Management

DBE assesses supply chain
reliability and input cost

assumptions

Investors must demonstrate
realistic cash flow projections

Local procurement strategies

can strengthen the application



Application and Due Diligence Process

1 1— Pre-Application Consultation
Initial meeting with DBE to assess project eligibility and sector alignment

Identify required documents and financing structure

2 2 — Formal Application Submission
Business plan, financial projections, and technical documentation submitted

Environmental and social impact assessments may be required

3 3 — Technical and Financial Appraisal
DBE evaluates project viability, market analysis, and repayment capacity

Third-party technical review of manufacturing concept and equipment specification

4 4 — Credit Committee Review
Internal approval process; loan terms and conditions negotiated

Collateral valuation and legal due diligence finalized

5 5 — Disbursement and Monitoring
Phased disbursement tied to project milestones

Ongoing reporting obligations throughout loan tenor



Eligibility and Collateral Requirements

Typical Eligibility Criteria

Project must operate in a priority sector (renewable
energy qualifies)

Investor demonstrates sufficient equity contribution
(20-30%)

Viable business plan with realistic demand and

revenue projections

Legal entity registered and compliant under Ethiopian

law

Environmental and social safeguards plan in place

Collateral Framework

e Fixed assets (land, buildings) used as primary collateral

e Equipment under lease may serve as security for lease

financing
e Personal or corporate guarantees may be required

e Pledging of project revenues or off-take contracts
strengthens position

e DBE conducts independent asset valuation



Common Investor Challenges

Documentation
Complexity

Comprehensive technical and
financial documentation
required upfront

Investors new to Ethiopia often
underestimate the scope of
appraisal materials

Early engagement with local
legal and financial advisors is

strongly recommended

Equity Gap

20-30% equity requirement
can be a barrier for smaller
investors

Co-investment structures or
development finance
institution blending may help

Phased factory build-out can
reduce the initial equity

requirement

Technical Credibility

DBE appraisal assesses the
realism of the manufacturing
concept

Projects backed by a proven
turnkey manufacturing
concept score higher

On-site training commitments
and technology transfer plans
add credibility



Key Project Data
Solar 3 20-30% 10-15yr

Project Scale Financing Instruments Equity Contribution Loan Horizon
Solar module manufacturing Termloans:Lease financing- Required investor equity Typical long-tenor debt for
financing project — Ethiopia Working capital share of total project cost fixed asset financing via DBE

[ Region: Ethiopia-Lender: Development Bank of Ethiopia (DBE) - Source: PVKnowHow / Jv.G. Technology GmbH



FAQ Highlights

Can foreign investors access DBE Is prior manufacturing experience
financing? required?

Foreign investors may be eligible if their project Not necessarily. Projects backed by a proven turnkey
operates through a locally registered entity and manufacturing concept — including training and
meets sector and eligibility criteria. Local partnership technology transfer — can compensate for limited
structures are often recommended. prior experience.

How long does the appraisal process take? What scale of project is relevant?
Timelines vary by project complexity. Well-prepared DBE financing is relevant for medium to large-scale
applications with complete documentation proceed factory projects. Smaller pilots may require
significantly faster. Pre-application consultation with alternative instruments or co-financing with

DBE is strongly advised. development partners.



Strategic Conclusion

1 2 3

A Viable Path Exists Preparation Is the Strategic Timing

Differentiator

DBE's mandate and instruments make Ethiopia's energy access targets and

solar module manufacturing a Projects with credible business plans, industrial policy create a time-limited
financeable proposition in Ethiopia for proven technology partners, and window of preferential financing
prepared investors sufficient equity are well-positioned to access for early moversin solar
access structured development manufacturing
finance

© Bottom line: The Development Bank of Ethiopia provides a structured, accessible financing pathway for solar
manufacturing investment — provided investors approach the process with rigorous preparation and credible technical
backing.
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