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Water desalination is a vital sector for KSA, with the largest installed
capacity globally

Desalination installed capacity?, %
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1. Sea water desalination
Source: GWI DESAL (Global Water Intelligence Desalination database)
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SWCC is the global largest desalination producer with 5.6 MM m?3/d
capacity in 2018, producing ~70% of KSA's desalinated water

SWCC presence in KSA!?
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1. Includes capacities planned up to 2022
2.2022 production

SWCC overview in numbers

#1 global
desal producer

~70% of desalinated
water in KSA

33 desalination plants

~5.6 M m3 daily
water production with
potential to increase to
~8.4 M m3in 2022

~6,800 km of
transmission lines
currently and ~3,144
km under constructions
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SWCC privatization strategy aligned with the National Water Strategy 2030

NWS 2030 Framework

Availability Quality Environmental Economic Affordability

Sustainability Sustainability
Objective Water Quality RESOUICES Economic Contribution Price Affordability
SR o ot
Quantity owth
Resilience to Emergencies Service Quality Environmental Footprint Cost Effectiveness

Demand Supply Supply Chain
(Agriculture, Urban, Industrial, Environment) (Surface, Ground, Desalination, TSE,
Alternative Sources) Storage
Supply Mix Transmission and Interconnections
Efficiency
Levers

Water Harvesting and Aquifer Distribution and NRW

Recharge )
Urban and Industrial Water Demand : Collection and Treatment
and DSM Production Cost and Energy Cust o
Efficiency ustomer Service

Regional level, consolidated at the national level

Institutional 2 Policies, Laws Capabilities Economic Performance
Setting & Regulations Requirements Management

= Sector Structure * Demand, IWRM and grggnllzatlon & Human Financial Requirements | = Monitoring & Control
= Mandate by Entity Supply Chain Policies apita Financing Models = Outreach & Engagement

= Private Sector » Laws and Decrees ::tegrated Planning Commercialization
Participation = Technical and Economic rocesses Localization

Regulations (costing, Technology & Sy,_c,tems
pricing and subsidy) R&D and Innovation

= Licensing (facilities, utilities
& base resources)

Source: Booz Allen Analysis



/ dduction / Generat

~

ion

Future

ProjectCos

o

\

/

Aimed Sector Commercial Setup

/ﬂ Transmission \

Water Transmission &

Engineering Company

4

Balancing of
Accounts

/ % Distribution \

—

On-Sale

Agreement

|

aallodl ol toll dlall dole)l ol
Saline Water Conversion Corporation

/ i,ﬁ: Retail

Consumer
Tariff

Consumers




aalloJl ol soll dulad) dolell duwdoll
Saline Water Conversion Corporation

Five core objectives were identified for SWCC privatization

SWCC Privatization Objectives

Customer Focus

Investor Attractiveness

Govt. Attractiveness

Sector Development

Ease of Implementation

VOV VYV

Deliver best-in-class service levels at the lowest possible costs
Improve access to water resources in rural areas

Promote attractive deal size, PPP model and contracting terms
Attractive and stable return on investment without being predatory

Maximize valuations of assets
Reduce financial burden on government through drawdown of subsidies
Balance commercial and operational risks with the private sector

Create competitive (local) environment between market participants
Optimize deployed capital and create a strong foundation for cost recovery

Ensure adequate local content both in terms of hard assets as well as
services, throughout implementation and operation phases

Minimize lead times and effort required for handover to the private sector
Ensure option is feasible with no disruption in service
Allow for an approach which identifies and mitigates top risks



In the preferred model, SWCC transmission and production assets will follow
different strategies

* Transmission assets I Production assets 'Il
£ §s

Commercialization Privatization

»

Carve out of transmission Prepare production
and service assets assets for privatization

Set up of Government owned, commercially » Assets will be ring-fenced and commercialized
independent transmission and services in preparation for privatization

company «  Private sector will be responsible for

Continued safe, secure and economical participation in production assets
transmission and dispatch of water




The program will carve out transmission assets into a commercial entity;
production assets will be prepared for eventual privatization

Key steps for SWCC privatization and commercialization

Production Companies

ProdCo 1

ProdCo 2

ProdCo 3 ProdCo 4

ProdCo 5
SWCC

Desalination

Transmission

Py
Ro
IUI

- Transmission Company -

Storage and
Dispatch

Other

Transmission

Training R&DE?3

Commercialization

Note: Not to chronological scale



Preparation of assets for privatization is underway with eight workstreams;
five are fully mobilised and actively working on the program

o '}:C program management 9 OLIVER WYMAN

9 g Technical ATKIN

(I n C I . fl n a.n C I a.l Va.l U atl O n) Member of the SNC-Lavalin Group

.
= A ntin
g n ccounti g EY

Human capital ®& MERCER

WHITE & CASE

Advisor to be
selected

Advisor to be
e #¥% IT and processes selected

Advisor to be
N
& Change management selected




Key attributes to be considered for bundle structure were identified, and
grouping options designed...

« Asset grouping variables and options

Key Variables Grouping Options Description

» Assets grouped based on plant locations and capacity,
Location Based which allows for location and scale driven synergies

* Transmission and Production assets are separated

» Assets grouped based on operational performance (asset
Performance quality and performance) to maximize bundle value for

Driven money
* Transmission and Production assets are separated

» Assets are grouped on the basis of geographical
Beneficiary proximity of customers served

Region * Meant to improve customer focus through a vertical
integration model (production and transmission)

» Assets grouped to create balanced cross-region
Market of production companies with similar capacities

Equals

* Transmission and Production assets are separated

Note: Operational Performance Index is a composite index that measures plant-specific “value for money”
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Key transaction milestones once market and production assets are ready for
privatization

N =) =

— = O

Define legal/ regulatory ‘ 8 & 8
framework and Information Short listing Preferred partners

commercial agreements memorandum and due diligence and negotiations

—O0-O0—C0O0—"0—"0——0—"0—0>»

Preparation and Preliminary Firm Confirmatory DD
“Concept Report” Proposals Proposals and Completion
iy 3.4
-
= 5.0 z
M
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