A Strategic Risk
Assessment for Investing in
Egyptian Solar
Manufacturing

Comprehensive risk evaluation framework for turnkey solar module
production deployment in Egypt's emerging renewable energy market.

Technical Framework Assessments and Long-Range Performance
Orchestration from Jv.G. Technology GmbH.




Strategic Context: Risk-Informed
Market Entry

Created as part of the Prepared by Jv.G.
PVKnowHow Knowledge Technology GmbH
Network

An experienced European
. turnkey provider specializing

EEI / in solar module production

lines



Key Project Data
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Capacity Ramp-up Period
MW per year production capacity Months for operational capacity
(entry phase)

e Region: Egypt

e Line type: Semi-automated / scalable turnkey production line

* Investment: Indicative range (CAPEX) for mid-scale manufacturing
e Ramp-up: Phased expansion model with risk mitigation

e Source: PVKnowHow / Jv.G. Technology GmbH
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Workforce

Employees for full operation



Political and Regulatory Risks

Regulatory Fragmentation

Fragmented oversight across
government departments creates
permitting delays and systemic
inefficiencies that discourage
investments and extend project
timelines.

Policy Inconsistency

Recent regulatory changes limit
large-scale projects to 500 MW
nationwide, slowing rollout of
industrial-scale solar initiatives

despite energy transition goals.

Governance Quality

While business setup scores are
reasonable, accountability
mechanisms and regulatory quality
remain lacking, with compounded
impacts on green economy
development.



Economic and Currency Risks

01

Exchange Rate Volatility

Currency swings exceeding 20%
inflated USD-denominated module
contracts and triggered cost overruns
on at least 0.7 GW of projects during
2024.

02

Import Cost Escalation

Extended L/C approval queues delay
delivery pipelines, while domestic
capacity won't supply modules until late
2026 with wafer inputs remaining

dollar-priced.

03

Inflation Pressures

Rising inflation, particularly for
imported goods, impacts purchasing
power and creates difficulties in

managing foreign exchange reserves.



Supply Chain and Logistics Risks

Equipment Import Challenges

High customs tariffs on solar equipment despite
exemption policies

Mandatory training requirements and accredited
company partnerships add costs and delays

Extended L/C approval processes create delivery
bottlenecks

Local Content Requirements

Vision 2030 mandates increased local content for large-

scale projects requiring localization plans

Green hydrogen law requires 20% local materials and
limits foreign workers to 30% for first decade

Limited domestic manufacturing capacity currently

restricted to assembly only



Market Demand and Competition Risks

Wind Power Competition

Ten-gigawatt wind concessions
absorb grid capacity earmarked for
solar, with wind clearing tariffs USD
4/MWh lower than new PV at peak
sunlight.

Grid Capacity Constraints

Grid planners schedule wind
priority dispatch in coastal nodes,
indirectly capping near-term solar
market additions.

Subsidy Dependencies

Economic viability depends on
gradual subsidy removal tied to
IMF agreement, but government
has delayed price hikes due to
economic crisis.



Risk Mitigation Strategies

22%

Currency Hedging

Implement comprehensive foreign
exchange risk management through
forward contracts and natural hedging
strategies

35%

Local Partnership

Establish joint venture structure with
experienced Egyptian partner to
navigate regulatory landscape and
reduce political risk

18%

Phased Investment

Deploy capital in stages aligned with
market development and regulatory

clarity milestones



Phased Investment Approach

Phase 1: Market Entry (Months 1-6) Phase 3: Scale Expansion (Months
13-18)

establishment, and pilot equipment Capacity increase to 50MW based on market

Regulatory compliance, local partnership

procurement conditions and regulatory environment

Phase 2: Limited Production Phase 4: Full Operations (Months
(Months 7-12) 19-24)

Initial 20MW capacity deployment with focus Achievement of target capacity with
on risk assessment and market validation potential for further expansion based on

success metrics



Multi-Currency Strategy

Structure financing in Egyptian
pounds for local costs while
maintaining dollar revenue
streams to create natural hedge

against currency volatility.

Financial Risk Management

Political Risk Insurance

Secure coverage through
international development
finance institutions and export
credit agencies to protect
against regulatory changes and
expropriation risks.

Escrow Arrangements

Establish offshore escrow
accounts for key milestone
payments to mitigate payment
delays and foreign exchange

restrictions.



Operational Risk Controls

Technology Transfer

Staged knowledge transfer

program

Retention of critical IP

components

Performance-based milestone

payments

Quality control system

implementation

Supply Chain Security

Dual sourcing strategy for key
components

Local inventory buffer

maintenance

Alternative logistics route
planning

Supplier diversification program

Workforce Development

e Comprehensive training program
design

e Performance incentive structures
e Knowledge retention strategies

e Local talent pipeline development



Investor FAQs

 What are the main currency risks? Egyptian pound volatility exceeding 20% and foreign exchange swings may reduce
forecast market CAGR by 2.1 percentage points

 How stable is the regulatory environment? Fragmented oversight and protracted permitting processes create
regulatory barriers that discourage investments and delay timelines

 What about payment security? Previous investors experienced long delays in receiving consolidated bill payments from
Ministry of Electricity

* Are there local content obligations? Projects require localization plans with increased local content requirements under
Vision 2030 framework



Strategic Assessment Conclusions

Risk-adjusted framework for solar manufacturing joint venture deployment in Egypt's renewable energy market:

e Exceptional solar resources with over 3,500 hours of sunshine annually provide strong technical foundation despite

regulatory and currency challenges

e Economy expected to accelerate to 3.5% GDP growth in 2025 with liquidity issues largely resolved through UAE and IMF
support

e Phased investment approach enables risk management while capturing market opportunities in Egypt's 42% renewable
energy target by 2030

e Currency weakness creates competitive manufacturing destination, though investors require clarity on policy directions
and geopolitical risks

[J) Risk assessment demonstrates viable market entry opportunity through structured joint venture approach with
comprehensive risk mitigation strategies
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