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Pinsent Masons A purpose-led professional services business with law at the core

57§ INNOVATIVE
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Pinsent Masons: who are we?

» A purpose-led, professional services business with law at the core
» Headquartered in London
« 27 locations across the globe in Europe, Africa, the Middle East & Asia

FINANCIAL
TIMES

Pacific.
+ Clients with international operations ™
« Five Global Sectors: Infrastructure, Energy, Real estate, Financial Services I N { “
and TSI LLUAL
 Various industry awards including Law Firm of the Year, 2021 as part of-the-» LAy .".p‘. 0
Legal Business Awards gl EME A
« Africa: serviced from 5 hub offices: Johannesburg, London, Paris, Dubai TOP TIER
and Beijing -

« Johannesburg office established in February 2017
» Focus: Offering legal support across Infrastructure and Energy Lifecycle

Law Firm of the Year 2021
Legal Business Awards

‘Y’ Mamed as the UK's Top Five Employer for 2020
Stonewall Workplace Equality Index
One of the ten most Innovative flrms In Asla Pacific 2015
27 2 053 3 500+ £495m E' I l I ._I FT Innovative Lawyer Awards Asia Pacific
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Offices on 4 continents Partners and Lawyers People in total | Global tumover (2020) Europe’'s Most Innovative Law Firm 2020
| | 5 FT Innovative Lawyer Awards Europe
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Urbanisation In
African cities

« African urbanisation beset by challenges

— Existing networks are strained and deteriorating,
requiring upgrade and rehabilitation

— Keeping up with investment in urban infrastructure —
overwhelming backlog

— Creating capacity in local government to manage and
maintain existing and new infrastructure

— Climate change: scarcity of resources — planning ahead

« Shape shifting ideas needed to build resilience and reduce
risk around service provision

— New delivery model: who delivers services, innovative
technologies available

— New investment / funding models: responsive to the
unique concept of urbanization on the continent.

— New contractual models: performance-based contracting

Today’s focus: on interventions in urban water supply and
energy efficiency
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The opportunity in Energy Efficiency programmes

The starting point Government responsible for generation and transmission of electricity. Municipalities — distribution
of electricity

The problem statement Economic growth has led to a crisis in available generation capacity and distribution. Underfunded
municipalities have no reserves to build greater generation capacity or improve distribution network

Why energy efficiency? » Resource conservation by reducing energy consumption and therefore need for generation and
distribution
» results in climate protection / lower carbon footprint
* enormous cost savings to municipalities/ local government

How can this be achieved? « through green building design principles, standards and practices
» Retrofits for existing buildings
« Small scale embedded generation e.g. water treatment plants
» Street lighting- solar PV and LED lights
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The structure of an energy efficiency programme

Stepl: Local government to conduct
energy audit and identify services or
assets where EE measures can be
supplied, installed, operated and
maintained

Step 2: (Local) Government
develops a pre-selected panel of
ESCOs based on technology
(SSEG, LED lights, etc) and services
(municipal buildings, water treatment
plants, street lighting, etc) and
pricing

Step 3: Local Govt conducts
procurement process to selects
ESCO in terms of a performance-
based contract i.e. energy savings
contract, guaranteed savings
contract

PBC model: ESCO funds the kit
either on balance sheet or through a
bank loan, savings to local govt
electricity bill from EE measures are
shared vs. guaranteed savings
contract- savings are guaranteed by
ECSO who takes any saving by
municipality to pay off kit but no
payment if saving is less than
guarantee,

Outcome Local Govt pays off new
EE equipment/ infrastructure without
encumbering its balance sheet or
taking on more debt. In SA, Local
Govt can apply for grant from NT —
EEDSM to help with procurement
costs
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The opportunity in non-revenue water

Energy Efficiency

P

The starting point Bulk water is a national government competence (primarily falling within Water Boards). Water Boards supply
water to municipalities (Water Services Authorities) who carry out water supply services (commercial & potable
water).

The problem statement *  NRW = Volume of water supplied into a network that does not generate revenue (i.e. does not reach

consumers due to physical loss or commercial l0ss)

* NRW accounts for 41% of municipal water across South Africa including around 34% in the metropolitan
municipalities

* The National Water and Sanitation Master Plan (Nov 2019) sets out a pathway for water investment, and
calls for a reduction in NRW in municipalities of 15% below the “business as usual” case by 2030

* Losses due to ageing infrastructure and lack of investment / maintenance, poor collection, and constrained
budgets at municipal level

Water supply services benefit from reduced leakages, ability to provide service to more customers for

longer hours, and improved water quality at tap by reducing contamination

+ Capital and operating expenditure requirements are both reduced and municipal budgets can be boosted
through increased revenue recovery and improved collections

* Social benefits include better climate resilience (see e.g. Cape Town nearly running out of water), reduced

emissions of greenhouse gases because less energy is required per unit of water sold, reduced

government subsidies to utilities, allowing public funds to flow to other social programs

Why non-revenue water?

How can this be * Munis to use PBC as a form of procurement/programme which will attract private sector participation
achieved? * Interventions: new meters, improved billings, replacement of meters, identifying/fixing leaks, upgraded
pumps etc.
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Key considerations for local government in a NRW

programme

Data: For any intervention to
be meaningful, municipalities
must have up-to-date
audits/data on deficiencies in
their water network or back-
office functions

Procurement Innovation:
Instead of traditional
procurement (fixed scope of
services) PBC allow private
sector to be innovative on
how to achieve savings. May
be difficult under SA’s
procurement framework.

Flexible Payment
mechanism: gain share with
municipality; standard fee-for-

service; combined shared
savings and fee-for-service;
shared savings with a
guarantee

M&V: Accurate measuring
and monitoring of savings
must be possible, and stated
clearly in the PBC. An
accurate baseline and a
methodology for evaluating
and allocating savings must
be set out

Sustainability: Solutions that
realise short term savings but
aren’t robust, or requires
significant future
maintenance, would not be
beneficial. Similarly, impact of
the contract on communities
should be considered

SMMEs: Delayed payments
impacts SMMEs more
heavily. Financial support
mechanisms / guarantee
facilities should be
considered to encourage
participation.

|
|

Procurement: Procurement
structuring is important. Is this
a municipal service, is it a
PPP? What are the
consequences?
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For more information please contact PINSENT MASONS AFRICA LLP at:

claire.barclay@pinsentmasons.com

reuben.cronje@pinsentmasons.com

aliyah.ince@pinsentmasons.com

Pinsent Masons is the trading name of both Pinsent Masons South Africa Inc (registered with the Law Society of the Northern Provinces: registered number F17331) and Pinsent Masons Africa LLP (a limited liability partnership registered in England & Wales (registered number: 0C413013) and also registered
with the Companies and Intellectual Properties Commission (registered number: 2016/460652/10). Both entities have their place of business at 61 Katherine Street, Sandton 2196 Gauteng, South Africa. Both Pinsent Masons South Africa Inc and Pinsent Masons Africa LLP are affiliated entities of Pinsent
Masons LLP, a limited liability partnership registered in England & Wales (registered number: OC333653). Reference to ‘Pinsent Masons’ is to the international legal practice of Pinsent Masons LLP and/or one or more of the affiliated entities that practise under the name ‘Pinsent Masons’ as the context
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