- INVESTMENT & SOVEREIGN RESEARCH STRATEGY  July-5"-2023.

INSTITUTO COSTARRICENSE DE
ELECTRICIDAD (COSICE / ICE) —

“STATE OWNED ELECTRICITY &
TELECOMMUNICATIONS COMPANY”

PLEASE SEE IMPORTANT DISCLOSURES & COPYRIGHT
INFRINGEMENT IN THE APPENDIX

Instituto Costarricense de Electricidad (Cosice / ICE) is a Costa Rican state-run
electricity and telecommunications services provider. In the electricity industry Cosice is a
monopoly in charge of constructing, developing and operating an electric power generation,
transmission and distribution system. In the telecommunications sector, Cosice is a dominant
player. According to Fitch ratings, as at December 2022, Cosice accounted for 72% of the National
Electric System's installed capacity and produced 84% of the total electricity consumed in Costa
Rica. Cosice’s mobile market share, in terms of subscribers, was approximately 41% as at
the same time period (December-2022).

ICE’s dominant position in both markets, combined with its ownership structure, ensures
that, in any period of financial distress, there is a high probability of government intervention
to support the entity. Based on the above, Fitch ratings caps the Long-Term Foreign Currency
and Local Currency Issuer Default Ratings (IDRs) of ICE at “BB-/ Stable” which is in line with
the sovereign’s rating and outlook.

ICE proposes electricity tariffs for consumers / Costa Rican citizens to the regulatory
authority on an annual basis. The tariff is set via quarterly adjustments of variable costs of
electricity generation combined with a review of the company’s operating costs. The company is
often criticized for its high regulatory / government intervention due to a lack of transparency and
clarity in the process of determining rates. However, despite the criticism, ICE has a captive market
and an almost constant stream of revenue inflows, given its dominant market position.

Telecommunications, electricity and internet services are now viewed as necessities for all
countries. In early to mid-2022, Costa Rica’s tax, customs and healthcare systems suffered a
cyberattack. This had the potential to derail growth, and while it did not, the authorities had to
upgrade its digital infrastructure, retrain staff and hire more skilled personnel.
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Costa Rica’s improved economic performance, arguers well for Cosice / ICE. Pre-covid
(2016-2019), GDP growth averaged 3.4% despite the fiscal challenges, while post-covid
(2021-2022), growth has averaged a robust 6.1%. Private investment, manufacturing exports
from free trade zones via DR-CAFTA and recovery in tourism would have driven the post-covid
performance. Going forward, GDP growth is forecasted to average about 3.2 to 3.3 percent
between 2024 and 2026. Therefore, given that household consumption represents 64% of GDP
composition by end use, consumers / households should have the capacity to continue to demand
electricity and telecommunications services.

Based on the above, we assign to COSICE / ICE the same rating as the sovereign, Costa
Rica; MARKETWEIGHT.

Source: fitchratings.com; JMMBIR; Capitaliq.com
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APPENDIX

IMPORTANT DISCLOSURES

ABSTRACT—As a part of our new Portfolio Strategy we are recommending strict adherence to
the following Portfolio Allocation DEFINITIONS/RECOMMENDATIONS.

PLEASE NOTE THAT NO INDIVIDUAL ASSET IN YOUR PORTFOLIO SHOULD HAVE A
WEIGHTING GREATER THAN 5% UNLESS OTHERWISE RECOMMENDED BY YOUR
PORTFOLIO MANAGER OR A SPECIFIC JMMB RESEARCH REPORT. CONSEQUENTLY THE
FOLLOWING DEFINITIONS ARE PROVIDED FOR CLARITY.

STRONGLY UNDERPERFORM—REDUCE EXPOSURE IN YOUR PORTFOLIO
TO LESS THAN 2.5% FOR THIS PARTICULAR ASSET

UNDERPERFORM-—REDUCE EXPOSURE IN YOUR PORTFOLIO TO 2.5% - 4.9%
FOR THIS PARTICULAR ASSET

SELL—REDUCE EXPOSURE IN YOUR PORTFOLIO TO ZERO.

HOLD/MARKETPERFORM—EXPOSURE TO THE ASSET SHOULD BE EQUAL
TO 5% OF YOUR TOTAL PORTFOLIO HELD AT JMMB.

OUTPERFORM/BUY—EXPOSURE TO THIS ASSET SHOULD BE BETWEEN 5%
AND 10% OF YOUR TOTAL PORTFOLIO HELD AT JMMB



COPYRIGHT INFRINGEMENT

“Unless otherwise expressly stated, copyright or similar rights in all material in this research report
(including graphical images) is owned, controlled or licensed by Jamaica Money Market Brokers
Limited or its affiliates (JMMB) and is protected or covered by copyright, trade mark, intellectual
property law and other proprietary rights. No part of this research report or the report in its
entirety may be published, used, reproduced, distributed, displayed or copied for public or private
use in any form including by any mechanical, photographic or electronic process (electronically,
digitally on the Internet or World Wide Web, or over any network, or local area network or
otherwise) without written permission from JMMB.

No part of this research report may be modified or changed or exploited or used in any way for
derivative works, or offered for sale, or used to construct any kind of database or mirrored at any
other location without the express written permission of JIMMB.

Thank you for respecting our intellectual property rights.”

The investments referred to in this report may not be suitable for you should consult your
licensed investment advisor. Nothing in this report constitutes investment, legal, accounting or
tax advice or a representation that any investment or strategy is suitable to your individual
circumstances or otherwise constitutes a personal recommendation to you.

Disclosure Under The Securities Act

This disclosure is being provided pursuant to section 39 of the Securities Act. This research report
is prepared by Jamaica Money Market Brokers Limited (JMMB) and the information and views
expressed are those of IMMB. JMMB is a subsidiary of the IMMB Group Limited (JMMBGL).
Associated persons of JIMMB include JIMMBGL and its subsidiaries and affiliated companies,
including JIMMB Fund Managers Limited, a licensed securities dealer and manager of collective
investment schemes.

As at the date of this report, IMMB and its affiliates, directors, officers, employees and other
associated persons may from time to time buy or sell, or act as principal or agent in, the securities
mentioned in this research report. JMMB or its affiliates, directors, officers and employees have
no interest in or interest in the acquisition or disposal of the securities other than expressed above.
No part of their compensation is or will be related to the recommendations or opinions in this
report.



