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Designing Renewable Energy Loan
Pathways in the Pacific




Agenda

1. Introduction
2. Review Preparatory Checklists
I Activity: Evaluate your Status
3. Exploring Partnerships
I Activity: Case Study Discussion
4. Choosing a Business Model
5. Designing the Business Plan
6. Sales and Marketing
I Activity: Sales Role Playing
I Activity: Marketing Planning
/. Action Iltems
I Activity: Determine your next step
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The Process of Loan Developmen

Research: Phase 1, Stages 1-3

Internal External Exploring
Assessment Assessment Partnerships

Design & Implementation: Phase two; Stages 4-6

Develop Monitor

: Implement ’
Business Pilot evaluate &
Model Scale up
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Partnerships

Aunderstanding what AChoosing a model

you need. Mesigning the plan
Aunderstanding your fSales & Marketing
partner's Needs.

AThe Actual Agreement



BasidPreparatoryChecklist
(Internal Assessment

C | have a Business Plan/ 5 year Strategic Plan

C | have a specific commitment to modern energy
products as part of my institutional vision

C | have experience developing a reasonably
complex loan product.

C | have both a strategy for and a capacity to
service |loans I n rural

C | have the financial liquidity and staff capacity to
launch a new product in the near future.



BasidPreparatoryChecklist

(ExternalAssessment

C I have conducted market research and found
significant client demand

C | have reviewed regulatory acts and have deemed that

there are no impediments to my launching a RE/EE
loan product.

C | have evaluated relevant physical infrastructure in
targeted geographic regions.

C | have identified appropriate distributors of
RE/EE technologies.

C | have determined that there are appropriate-in
country support services for client education,
product servicing, and parts disposal.



1. Briefly take 5 minutes as an FSP to
evaluate which items you can check off.

2. For the items still outstanding, what are the
reasons why they have not been done
already?
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Exploring Partnerships

1. Find a partner with similar goals to
yours

2. Make sure your partner is highly
regarded in their industry

3. Expend effort to understand each
other's priorities in the relationship




Tips for MFI; what to look for
In an Energy Company

A Common Development Vision
A Reputable and Reliable
A Local Market Presence
A Focus on AfteiSalesService | =41 . 3
A Strong Business Principles _

A Capacity to Meet Needs of Clients
A Technical Training

-




Tips for Energy Compani&s
what to look for In

A FIeX|b|I|ty in Lending Models £ &
A Extensive and Diverse Reach S S
A Creditworthy and Sustainable B S
A Demand for Energy

A Readiness to Introduce Energy Lendlng

A Top Management Buyn and Internal Champion
of Energy

A Dedicated Human Resources

A Internal Capacity to Support Enerdyending
Program
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Case Study IGrameenShaktl

Cost of solar kit is $358400 USD (~50watts). All units come with free
maintenance and 2@ear guarantees.

A $750,000 USD loan from the World Bank helped3gyatneenShaktistarted, but
the operation now pays for itself.

For each solar panel system suppli€hBsubsidise$48USD of the cost, but also
lends the company $308USD at a low interest rate.

GS has about 3,000 employees, most of them women who are trained to maintair
and repair the solar systems.

As of December 2009, GS installed over 320,000 SHSs in rural areas with over
12,000 SHSs installed per month.

they collect damaged batteries to ensure that these do not hurt the environment.

GS also has a biogas program, and sells cooking stov

GS is exploring the business of carbon finance -
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A Product quality specifications
A State business expectations, such as sales targets and tles=s

corresponding timeframes.

A Who will formulate a marketing strategy and design cIien
education materials &

A Define quality of technical support (average repair time)
A Who collects systems in cases of credit default

A Terms and conditions of equipment buyback

A Determine responsibility for disposal of waste

A A monitoring and evaluation plan with set indicators will allow
partners to track progress

A Who owns the carbon credits?
A Outline terms of partnership termination



http://images.google.com.au/imgres?imgurl=http://sites.google.com/a/colorado.edu/ewb-nepal/_/rsrc/1233009913803/projects/micro-hydro/Jordan (124).jpg&imgrefurl=http://sites.google.com/a/colorado.edu/ewb-nepal/projects/micro-hydro&usg=__rYvCUxwnG6ON2O6wGzWxV3SzZjg=&h=3648&w=2736&sz=1199&hl=en&start=41&sig2=rNusRRjvY4XzMCDXTkyqjg&um=1&itbs=1&tbnid=CdBTTtUSKDSmuM:&tbnh=150&tbnw=113&prev=/images?q=renewable+hydro+pico&start=21&um=1&hl=en&sa=N&rlz=1T4DKUS_enUS289US289&ndsp=21&tbs=isch:1&ei=Kx7AS636LY6TkAWo1YHEBQ
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Choosing a Business Mode

1. Do you have an existing product
that can be easily modified?

2. What are your strengthens?
Build on them.

3. Is there an obvious market to
serve?

4. What are your opportunities for
partnerships?




General Market Segmentation

PerrUrban

Rural

High Loan Size

Target GroupsRetailentrepreneurs,
microfranchasingpportunities,
larger households, offices

Current Energy Option®n Grid,
kerosene.

Potential Productsiarge Solar, &
energyefficiencyproducts.

Cost of Servicing Loahpw.

Access to Bank Product¥es.

Target Groups:Salaried
professionals, tourism operators,
larger rural households, small
businesses

Current Energy Option®iesel
Generators, kerosene.

Potential Productsiarge Solar, &
energy efficency products.

Cost of Servicing Loahtigh.
Access to Bank Productslo.

Low Loan Size

Target GroupsSquatter Settlement
Households, street & markeellers,
women.

Current Energy Option®n Grid,
kerosene.

Potential ProductsPico solar,
possibly cook stoves.

Cost of Servicing Loahpw.

Access to Bank Productsimited

Target GroupsRuralHouseholds,
women.

Current Energy Option®iesel
Generators, kerosene.

Potential ProductsPico hydro,
pico.-Solar, cook stoves.

Cost of Servicing Loahtigh.
Access to Bank Productslo.




Highlighted Business Models
-

wMost similar to MF models
wUsually small solutions for rural clients

Engage iMicrofranchisingBarefoot Power, Sunny Money)

wldentify entrepreneurs from current client base.
wGenerally on lending using larger loan values

=1 Market to Businesses/Groups (SUNLABOB) —_—

wOpportunities here in rural salaried professionals
wHuge potential for rural tourism operators




Case Study 27anwodsVanuatu

A VANWODS has a partnership with Vanuatu renewable
energy and power association (VANREPA)

A Repayment rate = 100%, loan term 20 weeks, And avg
loan size is 5,000 vatu (=51 USD). Interest is 12% flat.

A Over 3,000 systems distributed; 268 with Ioanf =
A Goal to distribute 7,000 systems in 2010.




Case Study 3: Barefoot Power PN(

A Works with PNG Project Support Services to offer
Intensive training to clients.

Al tASyGa 3ISa . FINBF220 t26
A They buy lamps at $14USD & sell them at $17.50USD

A When extended a 12 month loan at 30% flat, they can
earn $20USD profit a month by selling five lamps a wk

A Goal to create 2,000 energgicrofranchiserdy the end
of 2010. This will require $500,000USD in loans.




AClients are identified to selproducts like solar kits to
power household appliances and a solar lamp to
replace kerosene lamps.

AThe MicroLoan Foundation Provides capital to
microfranchisersand WISER provides business

_ skills training to women.

ANow operating in four countries with a target of 15
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ARealisedmany people were still too poor to borrow
money for a solar system.

AVlicroentreprenuers are given a five day workshop on
solar lamps, and rental agreements

ASolar powered water pumps are being installed in
villages which collect user fees.

ANomen make bamboo incense sticks by lamp at night
AVlicroentrepreneurs are also charging villagers mobile
phones for a fee.
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MBatteries contain various hazardous materials like lead, sulphuric acid and other
chemicals.

Matteries can de defined as hazardous waste by law (Waigani Convention; Fiji
Sustainable Development Bill) and therefore be subject to strict disposal
procedures.

AConsider it your obligation to ensure that hazardous materials like these are
disposed of responsibly. After all you facilitated their distribution.

MBattery Manufacturers (Pacific Batteries Limited), and purchasers of scrap metal
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esigning a Business

Plan

1.How Much Capital can | commit
now?

2.What is my projected growth rate?

3.When do | expect to break even?

4.How long until | recover my
investment?

5.Will my board/supervisors approve
of these numbers?




Modeling Profitability Over Time

Stages of Business Developmel

150000
Investment RecoverJ
ARapid Growth
Koffering New Produdts
100000 - C
ReoccuringCosts A everaging network
Anventory M&E
ﬁsilaries
50000 Marketing
ACast of capital
Houtstanding C apitfl

O'ﬁﬁe e

Break Even Point
-50000 AScalingup
AStreamlining Processgs

Axpanding netwark
Startup Casts
. A oan Recovery

-100000 taff Training
Marketing
®) ACreating a networl'\
A oan loss provisio
Anventory

-150000

Biz A

Y



Case Study 6: Willies Electrics
Solomon Islands

A Clients pay 50% of cost up front, have terms of 12
24 months, and interest rates are 105% depending
on transaction cost.

A Clients may pay in cash, or bring crops to a farm
fresh centre.

A Local provincial technicians are trained.

A Scaling up with 1.2M loan from WB.

A As of March 2010, 1739 registeredhh, and 268
/nstalled systems.
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Sales & Marketing

1. A good marketing plan has a
strong feedback loop.

2. Strong sales are based on a
intimate understanding of ones
market, and targeted pitches.

3. Donot Just focus
People you reach, focus on quality
in each of the four stages.




RENEWABLE ENERGY SALES PRO(
MANAGEMENT CYCLE

Set Goals and Plan Mobilize Sales Team

AHold Team Meetings with Energy Officers
T Train new recruits
T Communicate new initiatives

g:at Goals and i Collect feedback and ideas
an

AAdjust Sales Proformas
A Adjust Budget Requirements
AUpdate Business Plan

Course Correct

Monitor Progress

Aldentify trends in in sales
ratios

Aldentify impact of initiatives
such as radio broadcasts
and promotions

Aldentify targeted actions to
address key ratios

Course Correct ACollect data on key sales ratios

through forms, such as:

T Clients contacted
T Conversion Rates




Anatomy of a Salesperson
© @ ®

Intro Confidence/ Segmentation Targeted Goal
Statement Relationship Discernment Pitch for User
Building

- - Y - N " ~r - ™ ~ "~ ™

Solar
/ AApplication
Intro [~ *| Confidence > Segmentation Cook AFollow up

Stove meeting
e AWaiting list

Franchiser

Hydro




1.Two Volunteers selected from eaclorganisation

2.Use the cards provided to role play making
pitches to different customer demographics.

3.Field group comments on the strategles used by
dlfferent organisations

[MARKETING "




1. XXXX is from and urban area, and actually has
connection to the grid in their house. They buy
fruits from farmers and sell them every day at the
central market from 9am until 9pm. They
frequently make trips back to the village to visit
family and talk to farmers about purchasing fruits.



1.YYYY lives in Lau and does not currently have
any electricity options. They operate a small
boat with a 40 horse power outboard, and charge
villagers to go to church on Sundays. The rest of
the week the person fishes for a living. They hav
five children in school and have a kerosene lamp

home for lighting.



1.ZZ77 is aretired teacher, who has gone back
to the village to live. They are frustrated because
while they have mobile phone coverage there is r
electricity to recharge the phone. They are also
anxious that the amount of savings they have wiill
not be sufficent for retirement, and are keen to
supplimenttheir current incomes.



1. MMMM chief of a village in one of the most
beautiful undiscovered parts of the country.
They are keen to launch some eco tourism
businesses, but fear that nobody will come
because of their lack of electricity. The chief is
well respected in the surrounding area, and has
close relationships with the local government
officials, and church leaders.



1.SSSS is a widow, and supports four childern
To generate income, she makes and sells copra,
to middlemen in town, and has begun weaving m
to supplement her income. She hopes more thar
anything her children will go to university and ear
enough to support her when she is older. Her
eyesight is getting increasingly worse from weavi
mats by kerosene lamps at night, and now has a
chronic cough from spending so much time in hel
smoky kitchen.



Four Stages of a Marketing Strateg

Stage 1: People that Hear about the RE product

Conversion ratio 1: What
percent of those that
hear about it, become

interested? Stage 2: Those that express 4

Interest

Conversion ratio 2:
After expressing

< interest, what

percent apply for

™) Stage 3:
Conversion ratio 3: Those that

After applying, what Apply
percent qualify
for the loan?

Stage 4:
Those that

Qualify



