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GENERAL OVERVIEW

Principles for direct power purchase agreement has been embedded in the Law on
Electricity (“LOE”). The LOE allows customers to purchase electricity (i) through the
competitive retail electricity market (Article 46.1(a)), and (ii) directly from electr|C|ty
generators pursuant to fixed term contracts (Article 47.1(b)). \
On July 3, 2024, the Government of Vietnam officially issued Decree No. \:
80/2024/ND-CP on direct power purchase agreement (“DPPA”’) mechanism betwe
renewable energy generators (“RE Generators”) and large customers (“Large
Customers”) (“Decree 80”), marking a significant milestone in the renewable energ
sector in Vietnam. Decree 80 took effect on the same day of the signing date. :
The first time the MOIT shared a draft Circular on a pilot DPPA program for publlc
comments was April 2021. The draft has changed its form from a circular to a Prime

Minister decision then a Government resolution and now it is issued in the form of a'*“*f

the drafts under V|etnamese legislation hierarchy. ==
The DPPA mechanism was once proposed as a pilot program applicable only to a poé[ |
of 1,000 MW capacity of wind and solar power projects, each with a capacity of more
than 30 MW. The fact that Decree 80 permits an official program, rather than a pllot
program, and that it applies to all sources of renewable energy shows the --::
Government’s effort to promote the development of renewable energy in the commg,t
time. ey
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SUMMARY OF DPPA MODELS

Decree 80 regulates the mechanism for DPPA through two models, being: (i) DPPA via private
wires (“Physical DPPA”), and (ii) DPPA through the national grid and Vietnam Wholesale
Electricity Market (“VWEM?”) (“Financial DPPA”).

s 3 b
» Physical DPPA involves signing a contract for the purchase and sale of electricity.and the i - -
delivery of electricity through private wires between RE Generators and Large Customers. ,:'
\ Lol TS0 -

* Financial DPPA involves the following three power purchase agreements (“PPAS”): = | -~
= The RE Generator sells all electricity produced into the VWEM,;

= The Large Customer (or an authorized retailer in industrial zones, economic zones,
export processing zones and the like (“Authorized Retailer”) authorized by the Large
Customer) signs a contract for the purchase and sale of electricity with a Power !
Corporation under EVN (or an authorized entity) (“EVN PC”) to purchase all the
electricity needed to meet their demand; and 1|

» The RE Generator and the Large Customer (or the Authorized Retailer) purchase and--
sell electricity through a forward contract.
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PHYSICAL DPPA

Scope of application -

= RE Generators being those entities owning solar (including rooftop), wind, small
hydropower, biomass, geothermal, sea wave, tidal, ocean currents, and other forms of . l
renewable energy plants. g e e ' :

mmmn ||

= Large Customers being organizations or individuals who purchase electricity fo—ftﬁelf-_&-n-- , !
e - ¢

own use. Large Customers include: — ’_/—:: ===
» Existing Large Customers currently consuming an average of 200,000 kWh or more . / ’
per month (calculated over the latest 12 months);

P
TS =S

> New Large Customers or those with less than 12 months of electricity consumptio -s;-" =

-

history at the time of DPPA registration: a registered consumption of 200,000 k {?’:; ==
or more per month. , —
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PHYSICAL DPPA (cont.)

General principles

= The PPA s a bilateral contract agreed between the RE Generator and its Large
Customer and tariff can be negotiated and agreed thereunder.

= The RE Generator negotiates with EVN or its authorized entity regarding capacity, =~ 4

74
output and tariff for sale of the surplus electricity output. _%7’ /l//l// /
= |n addition to purchasing electricity from the RE Generator, a Large Customer may/W _ / , v

also purchase electricity from an EVN PC (or a non-EVN PC retailer).

y
ey
ke
i

» A RE Generator which also retails electricity in industrial zones, economic zones',ﬁz’//ll
export processing zones and the like may purchase electricity from the national gric
and re-sell it at the electricity retail price published by the MOIT.




B PHYSICAL DPPA (cont)

o |, * Implementation steps
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Step 2:

= Step 1:

Implement the project Sign DPPA

RE Generator RE Generator and Large Customer reports
LHI'Q‘ implements the project Large Customer to the Provincial People’s
J— In accordance with law negotiate, agree and Committee, the local
s sign DPPA EVN PC and the
National Load Dispatch
2022723 Centre (“NLDC”)
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B FINANCIAL DPPA
dm Scope of application
R = Wind or solar power plants with a capacity of 10 MW or more directly connected
o to the national electricity grid and participate in the VWEM.
i = Large Customers for production purposes purchasing electricity from an EVN PC
LEGAL (or anon-EVN PC retailer) with a connection voltage of 22 kV or more,
500
R = Authorized Retailers.
O st
& GAR




B FINANCIAL DPPA (cont)

» lllustrative diagram (see further explanation on pages 11 and 12)
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FINANCIAL DPPA (cont.)

Payable to
=

GENERAT
OR

[

In relation to PPA 1 and
Forward Contract

|

To be paid by EVN/EVN PC to RE Generator, calculated as follows:

[ Rypot = QM x FMP ]

Qm means metered energy output (kWh)
FMP means full market price which is calculated as follows:

[ FMP = SMP + CAN ]

SMP means spot market electricity price (VND/kKWh)
CAN means market capacity price (VND/kWh)

To be paid by RE Generator or Large Customer, calculated as
follows:

[RCfD = (Pc— FMP) x Qc]

*  Pc means committed price in CfD (VND/kWh)
*  Qc means committed energy output in CfD (kWh)
*  FMP means full market price (VND/kWh)

11
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FINANCIAL DPPA (cont.)

///
I/ Payable by

Large

Customer /

In relation to PPA 2 and
Forward Contract

________________

Customer to EVN PC

i Payable by Large !
1
|

To be settled between RE Generator and Large Customer under the Forward Contract as per the formula

for Reep ON page 11

R consumption Means the total electricity
purchase price to be paid by the Large
Customer to EVN PC which is calculated as
follows:

Rconsumption = Qconsumption X CFMP x K

Rpppa Means DPPA charges (for use of
electricity system services) which is
calculated as follows:

RDPPA = Qconsumption X RDPPA unit

Rifrerence Means the difference clearing
charge which is calculated as follows:

Rdifference = Qconsumption X F)difference

Qconsumption Means the electricity volume consumed by
Large Customer as adjusted (kWh)

CFMP means electricity purchase price to be paid to EVN
PC in the spot market (VND/kWh)

K means power distribution loss coefficient

Roppa unit Means DPPA charges per unit of power
(VND/kWh)

Pitrerence MeanNs clearing difference costs, consisting of:

- differences in BOT components payment, components
payments to power plant indirectly participating in
VWEM and components payments for strategic multi-
purpose hydropower;

- ancillary service charges; and

- other payments allowed to be included in electricity
price but have yet to be incorporated such as FX
difference.

Only payable in respect of the electricity volume consumed by the Large Customer in excess of the electricity
output generated by the RE Generator. R,,; IS calculated at the electricity retail tariff (VND) published by

the MOIT.

12



B FINANCIAL DPPA (cont.)

St . Implementation steps
B Step 1: Step 2: Step 3:
N Principles agreement Registration Review, evaluation
LEGAI / \ 4 ) «  NLDC sends the dossier to relevant authorities to assess the potential\
"T Large Customer for Large Customer (or Authorized Retailer) to participate in the
e (or Authorized Large Customer DPPA mechanism.
gl Retailer) agrees with (or Authorized
2022123 RE Generator to Retailer) submits « EVNPC (or a non-EVN PC retailer) confirms the Large Customer’s
participate in the the registration or Authorized Retailer’s eligibility and the timeframe for
| FIR DPPA mechanism dossier to NLDC participation in the DPPA mechanism.

P K / \ / K EVN confirms the eligibility and timeframe for signing the PPA. /
& GAR

FIRM

YKVN
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FINANCIAL DPPA (cont.)

Implementation steps (cont.)

Step 4:

Announce results

-

\

NLDC notifies
the Large
Customer (or
Authorized
Retailer) of the
results

\

Step 5:

Sign contracts

-

)

-

The parties
negotiate and

sign PPAs and

forward
contract

~

J

.

The RE Generator and

Retailer) send a document to
NLDC confirming the
completion of conditions for
participation in the Financial
DPPA mechanism

Large Customer (or Authorized

/

Step 7:
Operation

/N LDC reviews the dossier and\

notifies the RE Generator,

PC retailer), and Large
Customer (or Authorized
Retailer) of the official
commencement date of the

k DPPA operation

EVN, EVN PC (or a non-EVN

J

14
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TEMPORARY SUSPENSION, TERMINATION, RESUMPTION OF D

Temporary suspension

The Minister of MOIT (based on recommendations from relevant authorities) may decide to suspend the
mechanism in the following cases:

Payment in case of temporary suspension of participation in the DPPA mechanism:

Cessation of the electricity market as regulated by the MOIT for operating the VWEM,;
One of the contracts within the DPPA mechanism is temporarily suspended or expires;
Exploitation of the mechanism or policies for personal gain; and/ or

The Large Customer participating in the DPPA mechanism has an average electricity consumption of less than
200,000 kWh per month over a consecutive period of 12 months.

The Large Customer pays for electricity at the electricity retail price published by the MO/ -
The Authorized Retailer purchases electricity from EVN PCs at the then current electr|C|ty pr| --------- ]é

mechanisms.
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 Termination

The Minister of MOIT (after consulting relevant authorities) decides to terminate
the DPPA mechanism in the following cases:

= \oluntary termination by the participating parties; or

= Exploiting the mechanism or policies for personal gains and the consequences cannot
be remedied.

In case of termination of participation in the DPPA mechanism, the RE Generator,
Large Customer, Authorized Retailer, and EVN/EVN PC are responsible for
negotiating and signing PPAs in accordance with the then existing law.
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* Resumption

= The Minister of MOIT (based on recommendations from relevant authorities)
may decide to resume the DPPA mechanism if the violations have been remedied
and confirmed by the competent authority and the competent authority makes a
decision to continue operating the electricity market.

= |n the event of resumption, the parties involved are responsible for continuing to
fulfill the agreements under the executed agreements.
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= Large Customers submit a report containing relevant information when commencing 74 :
DPPA via a private line to the MOIT and the provincial People’s Committee within 10 ///,
days from the signing date of the DPPA. ol

L\
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= Large Customers submit annual reports on the results of DPPA via a private line to the
MOIT and to the provincial People’s Committee before January 30th each year.

For Financial DPPA

= NLDC and EVN PCs, submit monthly reports on the results of DPPA via the national gric
to the MOIT and the provincial People’s Committee before the 20th of each month.

= EVN submits a report on the implementation and results of the DPPA for the precedlng{
quarter to the MOIT before the 30th day of the first month of each quarter. IS

= EVN, NLDC, and EVN PCs submit annual reports on the implementation results of the
DPPA to the MOIT and the provincial People’s Committee before January 30th each year.
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»  With the expiration of Feed-in-Tariffs for both solar and wind power, the DPPA

L mechanism is expected to serve as an alternative for renewable energy generators to

208 ensure sustainable development and secure funding for their projects. Additionally, the

m DPPA mechanism acts as a catalyst for the completion of a competitive wholesale and
' retail electricity market.

LElAL

SO0 «  The DPPA mechanism would facilitate power consumers with sustainable and clean
s energy by providing certainty in capacity and pricing for a fixed period.

mm « The DPPA mechanism is expected to create opportunities for investment in renewable

_ energy sources and to enable businesses to obtain renewable energy certificates (RECS)

|[inleR and carbon credits, enhancing the competitiveness of their goods in the international

Gy market. :

» b
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YKVN’S REMARKS (cont.)

The DPPA mechanism could help participating RE generators to enjoy stable income
for a fixed period, creating a basis for sourcing funds for their renewable energy
projects. It is expected to (i) attract foreign investment, (ii) improve renewable energy
production capabilities, and (iii) ease the pressure on government resources and
funding for power supply.

Decree 80 creates new business opportunities for enterprises in the energy sector, such
as (i) investing in the construction and operation of private transmission lines to
facilitate direct electricity purchases, (ii) investing in innovative technologies to store
renewable energy, and (iii) developing markets for carbon credits, among others.

The financial DPPA mechanism places significant pressure on the electricity grid to
balance the increasing amount of renewable energy. Therefore, the Government may
consider issuing additional policies and laws to ensure appropriate grid management
capabilities.
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