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1. Introduction to African Capital

African Frontier Capital (“AFC” or the “Company”) is an impact investment company founded in 2010, providing
working capital financing to Pay-as-You-Go (“PAYGQO”) companies across Kenya, Tanzania, Nigeria and Uganda,
through the purchase of account receivables in off-balance sheet transactions. AFC has over USD400m of assets
purchased as of December 2025. AFC’s mission is to provide data-driven sustainable investment solutions to
expand financial inclusion for vulnerable communities, while supporting the transition to low-carbon energy systems
and expanding access to clean energy technologies in underserved markets.

AFC provides working capital financing to PAYGO companies to provide affordable and reliable energy access to
low-income households in Africa. The PAYGO solution enables customers to pay for their consumption of energy
through affordable instalment payments. A variety of products are available, such as Solar Home Systems (SHS)
which typically include solar panels, batteries, LED lights and Productive Use Products (PUE) encompass cooking
stoves, refrigerators and water pumps.

PAYGO platforms increasingly integrate digital services such as mobile payments and internet access, facilitating
seamless transactions and allowing users to make payments conveniently. Over 841,760 people have gained
connectivity through PAYGO-enabled devices, expanding digital inclusion in underserved communities. Upon
completion of the payment plan, which typically spans 12 to 36 months, no further payments are required.

Impact BLK2 BLK1 BLT1 BLN1 BLDK BLDU BLDT Total
Households 218,711 286640 57,032 232,247 976,930 298250 39,382 2,109,197

million people with improved

energy access 1.1 1.5 0.292 1.2 5.2 1.55 0.21 11.062
million savings generated 55.1 38.1 156 76.3 210.8 836 11.3 490.8
million of additional income

created 48.7 67 12.4 45.9 2237 65.6 8.7 476
tons of GHG saved 344,357 464,730 88177 358 676 1,591,278 466,883 61.820 3,375,921

*BLK2, BLK1, BLT1, BLN1, BLDK, BLDU, BLDT refer to the SPVs which purchase the receivable portfolios from the DESCOs.

Through its special purpose vehicles (“SPV”), AFC issues debt instruments which provide financing for AssetCo
affiliates, with proceeds used to acquire PAYGO receivable portfolios from distributed energy service companies
(“DESCQ”). The income of the AssetCos to service the bond will be generated by the PAYGO receivable portfolios.

2. AFC’s Green Finance Framework

AFC has established the Green Finance Framework (the “Framework”) under which AFC can directly, or indirectly
via its warehouse facilities and Special Purpose Vehicles issue Green Bonds or Loans (collectively “Green Finance
Instruments”). AFC’s Framework is aligned with the ICMA Green Bond Principles (GBP) 2025 and Loan Market
Association (LMA) Green Loan Principles (GLP) 20252. The eligibility criteria is aligned with the solar sector eligibility
criteria under the Climate Bonds Standard and the core environmental objective is climate change mitigation while
secondary co-social benefits include universal access to affordable and reliable energy, and digital inclusion.

The Framework is structured according to the following 4 core components and follows the recommendation
regarding an external review.

(i) Use of Proceeds
(ii) Process for Project Evaluation and Selection
(iii) Management of Proceeds

(iv) Reporting

2.1. Use of Proceeds

AFC intends to allocate an amount equivalent to the net proceeds of Green Finance Instruments to finance and/or
re-finance, in whole or in part, Eligible PAYGO receivable portfolios (“Eligible Green Receivable Portfolios”) from
DESCOs with underlying assets which meet the eligibility criteria defined below.

TICMA Green Bond Principles 2025 (https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/green-bond-principles-gbp/)
2 LMA Green Loan Principles 2025 (https://www.Ima.eu.com/application/files/1917/4298/0817/Green_Loan_Principles_-_26_March_2025.pdf)
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Eligible Assets can be refinanced up to 36 months prior to the issuance of Green Finance Instruments. AFC expects
that a majority of proceeds will be allocated to new financing, while refinancing will support the continued scaling of
distributed renewable energy assets already deployed.

Allocation Feature Framework Provision

Lookback Period Up to 36 months prior to issuance

Proceeds may finance future PAYGO receivable portfolios acquired within 24

Look-forward Period ;
months after issuance

Allocation Timeline AFC intends to allocate 100% of proceeds within 24 months

Refinancing Share AFC will report annually on the share of refinancing versus new financing

PAYGO receivable portfolios from “pure play” DESCOs which derive 90% or more of their revenue from assets that
meet the eligibility criteria will also be eligible.

2.2. Eligible Green Project and Exclusions

Eligible Green Proiect Criteria UN Sustainable
Project Category ! Development Goals
Renewable Energy o  Onshore solar electricity generation facilities including PV

and CSP
e Onshore solar thermal facilities
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e Onshore solar heat/cool and power cogeneration facilities

e 100% dedicated transmission infrastructure, grid
connections and other supporting infrastructure for
onshore solar electricity generation facilities

e Dedicated operational production, manufacturing or 1 :%Eﬂ.s
distribution facilities for key components =)

v

Exclusions

AFC adopts the Harmonised European Development Finance Institutions (EDFI) Exclusion List. As such, African
Frontier Capital will not finance any activity, production, use, distribution, business or trade involving:

1. Forced? labour or child* labour

2. Activities or materials deemed illegal under host country laws or regulations or international conventions
and agreements, or subject to international phase-outs or bans, such as:

a. Ozone depleting substances, PCB's (Polychlorinated Biphenyls) and other specific, hazardous
pharmaceuticals, pesticides/herbicides or chemicals;

b. Wildlife or products regulated under the Convention on International Trade in Endangered Species
or Wild Fauna and Flora (CITES); or

c. Unsustainable fishing methods (e.g. blast fishing and drift net fishing in the marine environment
using nets in excess of 2.5 km in length).

3. Cross-border trade in waste and waste products, unless compliant with the Basel Convention and the
underlying regulations

3 Forced labour means all work or service, not voluntarily performed, that is extracted from an individual under threat of force or penalty as defined by ILO
conventions.

4 Persons may only be employed if they are at least 14 years old, as defined in the ILO Fundamental Human Rights Conventions (Minimum Age Convention C138,
Art. 2), unless local legislation specifies compulsory school attendance or the minimum age for working. In such cases the higher age shall apply.

This framework was developed with the support of GGGI
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Destruction® of High Conservation Value areas®
Radioactive materials” and unbounded asbestos fibres
Pornography and/or prostitution

Racist and/or anti-democratic media

© N o g s

In the event that any of the following products form a substantial part of a project's primary financed
business activities®:

a. Alcoholic Beverages (except beer and wine);
b. Tobacco;
c. Weapons and munitions; or
d. Gambling, casinos and equivalent enterprises.
In addition to the list of activities above, AFC also adopts the International Finance Corporation (IFC) Exclusion List®

and will not invest in a DESCO engaged in any of the activities in the EDFI Harmonized Fossil Fuel Exclusion List°.
2.3. Process for Project Evaluation and Selection

AFC has established a Green Finance Working Group (GFWG) responsible for overseeing the evaluation, selection
and monitoring of eligible assets under this Framework.

e The GFWG includes representatives from:
e Senior Management

e Finance and Treasury

¢ Risk Management

e Environmental & Social (E&S) Specialists
e Investment / Portfolio Management

e Legal

The Committee will carry out the Project Evaluation and Selection process to ensure net proceeds of the Green
Finance Instruments are allocated to Eligible Green Receivable Portfolios with underlying assets which meet the
eligibility criteria outlined in the Framework.

Key roles of the Committee include:

o |dentify and select Eligible Green Receivable Portfolios with underlying assets which meet the eligibility
criteria of the Framework

e Review and validate proposed Eligible Green Receivable Portfolios to ensure compliance with the Framework

e Engage a third-party consultant to conduct an environmental and social risk management appraisal
assessment on DESCOs prior to the acquisition of Green Receivable Portfolios

e Oversee allocation of net proceeds of Green Finance Instruments to Eligible Green Receivable Portfolios

e Monitor the Eligible Green Receivable Portfolios throughout the lifetime of each Green Finance Instrument
and replace portfolios which are divested or no longer meet the eligibility criteria

e Update Framework as and when necessary and obtain a Second Party Opinion for an updated Framework
with material amendments

e Manage annual allocation and impact reporting, and post-issuance verification of allocation report

5 Destruction means the (1) elimination or severe diminution of the integrity of an area caused by a major, long-term change in land or water use or (2) modification
of a habitat in such a way that the area’s ability to maintain its role is lost.

8 High Conservation Value (HCV) areas are defined as natural habitats where these values are considered to be of outstanding significance or critical importance
(See http://www.hcvnetwork.org).

7 This does not apply to the purchase of medical equipment, quality control (measurement) equipment or any other equipment where the radioactive source is
understood to be trivial and/or adequately shielded.

8 For companies, “substantial” means more than 10 % of their consolidated balance sheets or earnings. For financial institutions and investment funds,
“substantial” means more than 10% of their underlying portfolio volumes.

9 https://www.ifc.org/en/what-we-do/sector-expertise/sustainability/ifc-exclusion-list-2007

10 https://edfi.eu/policies-shared-by-european-dfis/
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2.3.1. AFC Environmental and Social (E&S) Risk Management Process

The Eligible Green Receivable Portfolios are acquired by AFC, via its AssetCo affiliates. To that end, E&S risk
assessment appraisal is conducted on the DESCO prior to investment in line with AFC’s Environmental and Social
Management System (ESMS).

ENGAGEMENT & REVIEW AND MEETING AND ON-SITE VISIT AND FINAL OUTPUTS
DOCUMENTATION APPOINTMENT DISCUSSIONS FINALIZING IN IC INFO MEMO

4 N N N N
Ensure that the Conduct an In-depth assessment of E&S risks associated with the DESCO'’s Review and approve Monitoring of DESCO
Exclusion List is not operations, develop the ESAP and negotiate the ESAP with the DESCO investment proposal companies E&S
triggered, assign an compliance and
E&S Risk Ensure agreements performance
Categorisation and comply with E&S
identify key E&S risks requirements
to be investigated
during E&S Due
Diligence
. E&S Monitoring Tool
Ci: ‘gt‘esggfi;?;g:%'gl | ESDD Internal Questionnaire E&S Memo
Template DESCO Toolkit—
E&S Policy ESDD ToR Template Incident Reporting and
Grievance Mechanism

Under the ESMS, AFC integrates E&S measures and controls at each stage of AFC’s investment process from the
initial engagement of the DESCO until repayment of the loan. The ESMS has 4 key stages.
Stage 1: E&S Screening & Categorization

The DESCO will be assessed by the investment team and E&S officer for compliance with AFC’s ESG policy and
exposure to ESG risk. The DESCO’s activities will be screened against the AFC E&S Exclusion List which
references the E&S exclusion lists used by development finance institutes. The DESCO will be assigned into an
E&S Category (A, B+, B, C) based on their expected risk. The responsible E&S Officer will carry out the E&S Due
Diligence scoping to decide on the depth of ESDD and degree of E&S external expertise involvement necessary.
The findings will be summarised in a memo submitted to the investment committee for approval.

Stage 2: E&S Due Diligence (ESDD)

Based on the categorisation of the DESCO, the extent and nature of the ESDD will vary. ESDD assesses
compliance and performance against AFC’s ESMS Reference Framework. For highest risk projects identified in
category A, AFC requires an ESDD to be carried out by a third-party environmental and social consultant, which
must include desktop and site visit assessments. An external ESDD and an Environmental and Social Action Plan
(ESAP) report will be developed by the consultant. For projects categorised as B+, B and C, the assessment will be
carried out via an ESDD questionnaire by the AFC E&S Officer, following which an ESAP will be recommended if
necessary.

The ESMS reference framework takes into consideration the following applicable standards:
e AFC E&S Policy and Exclusion List

e National and local applicable E&S legislation

o All applicable internationally recognized environmental declarations and conventions,

e |FC Performance Standards (IFC PS) (2012)

e Applicable IFC EHS General and Sector-specific Guidelines

e |FC Guidance Note on Financial Intermediaries (2023)

o EDFI E&S Harmonized Standards for Financial Institutions

¢ United Nations Principles for Responsible Investment (UNPRI)

¢ United Nations Guiding Principles on Business and Human Rights (UNGP)

¢ International Labour Organisation (ILO) Core Labour Standards and ILO Basic Terms and Conditions of Work
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e |LO Violence and Harassment Convention (ILO C190)
e GOGLA Consumer Protection Principles
e Organisation for Economic Co-operation and Development (OECD) Privacy Principles

e African Development Bank Integrated Safeguard Systems (ISS) (2023)

Stage 3: Investment Decision and Agreement

Once the ESDD is completed, the E&S process integrates key findings of the E&S assessment into the investment
decision making process. This includes the integrating E&S clauses into the legal agreement between AFC and the
DESCO.

Stage 4: Monitoring and Reporting

AFC will conduct E&S monitoring and reporting on DESCO E&S performance and compliance on a regular basis
from the issuance of the loan until repayment of the loan.

For Category B+ and A portfolio companies, AFC may set up an E&S Sub-Committee framework. The E&S Sub-
Committee would comprise representatives of AFC and senior management of the DESCO and would meet up
periodically to discuss the E&S performance of the DESCO and progress made to close out any ESAP action items.
The framework and operation of the E&S Sub-Committee would be designed and agreed upon on a case-by-case
basis.

AFC E&S Officer will actively engage with the DESCO to increase their awareness and knowledge of E&S issues
through monitoring and direct communication. In the event that monitoring reveals DESCO’s non-conformity with
local legislation, E&S clauses or ESAP agreements, AFC will cooperate with the DESCO to improve E&S
performance.

In the event of DESCO financial distress, AFC will activate a contingency E&S oversight process. The E&S Officer
and investment team shall assume interim responsibilities for the DESCO’s E&S risk monitoring, including direct
engagement with site teams and to ensure ability to implement critical parts of the ESAP. This ensures continuity
of E&S compliance until DESCO management regains financial and operational stability or alternatively garner
external support via a consultant.

2.4. Management of Proceeds

AFC intends to allocate the net proceeds from Green Finance Instruments to Eligible Green Receivable Portfolios,
selected in accordance with the project evaluation and selection process, via AssetCo affiliates.

Net proceeds of the Green Finance Instruments will be deposited in the general account of each SPV and tracked
through an internal monitoring system to ensure that the amount allocated to Eligible Green Receivable Portfolios
matches or exceeds the outstanding balance of Green Finance Instruments. and earmarked for allocation to Eligible
Green Receivable Portfolios. AFC will strive, over time, to achieve a level of Eligible Green Receivable Portfolios
which matches or exceeds the balance of net proceeds from outstanding Green Finance Instruments. AFC will
strive to fully allocate net proceeds within 24 months from issuance date.

Pending allocation, unallocated proceeds will be invested in short-term instruments such as cash, cash equivalents
or other ESG labelled instruments with environmental and social impact, as long as they are not invested in activities
under the exclusion list.

2.5. Reporting

AFC will prepare a report on the allocation and impact of net proceeds on an annual basis until full allocation, and
as necessary in the event of material developments. The report will be made publicly available on AFC’s website 11.
2.5.1. Allocation Report

The allocation report will include:

e Total amount of Eligible Green Receivable Portfolios and breakdown of asset type

e Amount of net proceeds allocated to Eligible Green Receivable Portfolios

1 With the exception of private placements, where reports may be kept private for specific parties as necessary, including but not limited to investors, guarantors
and independent verifiers.
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e Share of refinancing versus new financing
e Balance of unallocated proceeds

¢ Information on underlying assets such as project type and locations

2.5.2. Impact Report

The impact report will provide information on the estimated environmental and co-social benefits of the Eligible
Green Receivable Portfolios acquired by AFC and will reflect recommendations in the ICMA Harmonised
Frameworks for Impact Reporting for Green and Social Bonds'2. The impact methodology will be disclosed in the
report.

Eligible Green . .
Project Category Green Impact Reporting Metrics

Renewable Energy e Renewable energy capacity installed (MW)
e Electricity generated from renewable sources (kWh)
e Avoided emissions (tCO2e)
¢ Number of new connections (household, commercial)
e Number of people with new or improved access to electricity

Social co-benefit Impact Reporting Metrics

e Share of women in senior management at AFC and DESCO

2.6. External Review

2.6.1. Second Party Opinion (pre-issuance)

AFC has appointed Sustainable Fitch to assess the Green Finance Framework and its alignment with the GBP and
GLP and issue a Second Party Opinion. The Second Party Opinion will be made publicly available on AFC’s website.
2.6.2. Verification (post-issuance)

AFC will appoint an independent verifier to provide a verification report on the allocation of net proceeds on an
annual basis until full allocation, and as necessary in the event of material developments. The verification report will
be made publicly available on AFC’s website.

12 https://www.icmagroup.org/sustainable-finance/impact-reporting/green-projects/ and https://www.icmagroup.org/sustainable-finance/impact-reporting/social-
projects

This framework was developed with the support of GGGI T |§>
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