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Global investment in clean energy is rather low in
lower-middle and low income countries
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Financing costs heavily affect the competitiveness of
renewables
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9.4 Il Financing Cost
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Source: UNDP



Reducing financing costs increases the cost competitiveness
of renewables and the efficiency of support policies
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Downside investment risk is defined by the combination of
the probability of a negative event (driven by barriers in the
investment environment) and its potential financial impact

Concept of investor risk Practical example: licensing risk

Lot I compres v J o J Coperstirse i

Barrier: Probability Fi al
Result in Negative Lack of clear of negative i::::t'.
Enst:ence_ of |ncrease.d. B — rﬁp:nn:lblllt)r event: Hllgh Transaction
barriers in probability of . . of different probability ts: delaved
investmenit negative events R agencies for of delays due -
environment affecting wind I I renewable to poorly rEVEnUEs;
investors .. under- or no
farm Energy administered .
investment

approvals licensing

Source: UNDP



The higher financing costs in developing countries reflect
several higher investment risks typically present in these
countries

BARRIERS

KEY STAKEHOLDER
m DESCRIPTION UNDERLYING BARRIERS GROUP

BARRIERS

KEY STAKEHOLDER
m DESCRIPTION UNDERLYING BARRIERS GROUP

* Grid code and manegament: limited
* Market outlook: lack of or uncertaintiss experience or suboptimal operational
regarding governmental renawable _:ra:k-r;c-:r\d of grid c-perato_l;jmth
energy strategy and targets Risks arising from intermittent sources (e.g. grid management
Risk arising from limitations in grid fannt:gn:f!ll rty; L:»E: o‘f_:ttaﬂtdardsfcréll'le
limitations and S management and Dp pbiiniiien deil e =20 = Utility (transmission
A * Market aocess and prices: [imitations 5, Grid Transmission == aneray sources inta the arid 5
LI‘IEEl'taII'I.IriSEI-n t:‘;. related to energy market liberalization; s X Risk ?ransmlssmn ay = {Dﬂpan?.’élnd
1. Power Market ENEpTY Mmarket, anclor uncertainty related to access, the Fulic sector !rrfrastruct!.lre * Transmission infrastructure: inadequate or it
Risk sub-optimal regulations competitive landscaps and price policymakers, in the particular antiguated grid infrastructure, including
};:::E;!i tah:;e autlook for renewable energy; legislators, ragulztars) R lack of transmission lines from the renewable
mméte renewabile limitations in design of standard PPAs energy source o |oad centras; uncertainties
gne; markets and/or PPA tendering procedures fior constrection of new transmission
¥ : infrastructure
. Marke.*d.ilmljrrl'nr.'s: such as high fossil ) » * Limitations in the utility's (electricity
fuel subsidies Risks arising from the h edi i
- - purchaser] credit quality, corporate governance, -
6. Counterparty wtility’s poor credit e e Ltili
Risk quality and an IPP's Ll‘tgk:d(' nf UP'EhI - i (electricity purchaser)
O (e o g reliance on payments z:ii?rr,‘sms’tur am”r"ar;ﬁ:;?naﬁ_:?a g
our-intensive, complax processas an -Tecovery
Risk arising from the long time-frames for obtaining licences
ublic sactor's inabili and parmits (generation, !ELﬂ.s, land tithe) ) o o
2 Permits Risk toecentyand for renewable energy projects Public sectar e e
’ :;lﬁ:ﬁz:ﬂiﬁ;ﬁ;d i e Risks arising from genesal fr green infrastructura due to, for example:
et ) ) scarcity of invastor capital underdevelnped Iuallﬁnanaal sector; policy
= High Iexglsnr’cnrrupnun. Mo dear recourse (debt and equity) in bias against investors in green energy
mechanisms 7.Finandal Sector  the particular country, Investars
Risk and inwestors lack of = Limited experiznce with renewable energy: Lack (=quity and debt)
information and track of information, assessment skills and track-
) . * Lack of awareness of wind energy amongst record on ranewable record fior renewable energy projects amongst
Risks arising from lack of  consumers, end-usars, and local residents energy inwestor community; lack of netwark effects
awarenass and resistance - - - ities) found
3.:;Illn.mep|znue torenewable energy End-||.|s-ersb,|. Flmﬂ&r_sé:dlﬂrr:nt nlupp::furnm?} fou -
= = general public in establi markets; lack of familiarity a
in communities and » Social and political resistance related to skills with praject ﬁnammmmw
end-users MNIMEBY concerns, special interest groups
+ For resource assessment and supply: . E.Incerltaintyncérlimp_eﬁi:?entshdueta War,
imaccuracies in early-stage assessment SrEm s e
of renewable energy resource; where Risks arising from
applicable (2.0. bioen, 1, uncertainties - i ) . o - X
r\eFi::ed lOfL‘tI.gré supdE;lqasll'ld costof resource 8. Political Risk ;;z:gchzr:; . U“':'ETTZL';?n‘:Iﬁ: hlg';lﬁ?e"gﬁmﬁg" ity National level
Risks arising from use * For planning, construction, opanations amnd legal characteristics ipl;c:tjitLgltiDns e
of the renewable energy muointenance: uncertainties related to . : ) .
resource and technology securing land; sub-optimal plant design; Uncertainty or impediments ’j'-E'?D_.
4. Resource & [resource assessment: lack of local firms offeting construction, Project developers, government policy (ourrency restrictions,
Technology Risk  construction and maintenance services; lack of skilled and supply chain COFPOTAte taxes|
{Iiap:dl—c\:\lt;xaluhr:ﬁase ?:fﬁ:;f:ﬁ?:gg::t:clilﬂita:ians in civil * Uncertainty due to volatile local curmrency;
— manufpacturin A 1 - . . Risks arising from the unfavourable currency exchange rate
= * Forthe purchase and, if applicabie, lecal LM:'cmr:-:ummlc broader macro-sconomic movements National level
manufacture of hardware: purchaser's lack Risk environment and market Uncertainty around inflation, interest rate
of information on quality, reliability and cost dynamics outlook due to an unstable macro-sconomic
of hardware; lack of kocal industrial prasenca anviranment
and experience with hardware, induding
skilled and experienced local workforce

Source: UNDP




To reduce the financing costs both aspects of investment risk
can be addressed by financial and by policy derisking

Components of Risk

Drivers of Risk

Existence of
barriers in

investment
environment

Policy derisking instruments
act to reduce barriers

Result in

increased Negative
probability of fWEnts re.sult
negative events in financial
affecting wind impact for
farm investors

Financial derisking
instruments act to transfer
risk (impact) to another actor

Source: UNDP



A number of potential instruments for policy and financial
derisking exist

Public instrument table for renewable energy (Part 1)

MENU OF SELECTED PUBLIC INSTRUMENTS
POLICY DERISKING INSTRUMENTS FINANCIAL DERISKING INSTRUMENTS
—awn | oescawnon  hawm | oescawnon

BARRIERS

m DESCRIPTION UNDERLYING BARRIERS

KEY STAKEHOLDER
GROUP

Mational-leved resource inventorg’

* Market outioak: lack of or uncertainties Establish transparent, long-term mapping; establish national energy office;
regarding governmental renewable national renewable energy strategy  review technology options; renewable
energy strategy and targets and targets energy target formulation (as part of

Risk arising from national energy planning)
limitations and - A ——
uncertainties in the M“'r_l?". et e rﬂratl_ons_ X Establish a harmonized, well- Unbundling of the energy market
N , related to enengy market liberalization; . N pro A B
enargy market, and'or z Public sactor regulated and unbundled (genaration, transmission, distribution);
1. Power Market . . uncertainty related to access, the Rl - . " 5 -
sub-oiptimal regulations e z (policymakers, energy market, with comerstone establish well-designed and transparent
Risk competitive landscape and price § - N = = o
to address these e a— 1 Aie—a legislators, regulators) instruments to address price and procedures for FIT, PPA tendering (or
limitations and HE . ay; miarket-access risk for renewable similark; well-designed, transparent
promote renawable B L energy projects policy on key dauses* for standard PPA
energy marksts andfor PPA tendering procedures a
Assessment of fuel subsidies; phase-
- Msrl?:d.l_in_)rtlnrrs: such as high fossil Reforn offossl fuel subsidiss oubdc::wn of sul;'sldles;awareness
fuel subsidies campaigns; design of transfer programs
to vulnerable social groups
Establizh institutional champion with
* Labour-intensive, complex processes and Establish a one-stop-shop for clear accountability and appropriate
Risk arising from the long time-frames for obtaining Ii:en!:es\ renewable energy permits expertise for renewable energy;
public sector’s inzbility and permits (generation, ElAs, land tite) e s harmonisation of requiremants;
to efficiently and for renewable energy projects Public sactor proces = reduction of process steps; training
2. Permits Risk transparently administer (administrators) of staff in renewable energy
renewable energy-related Enforce transparent practices, renewable
licensing and permits * High levels of corruption. Mo dear recourse Contract enforcement and recourse  energy related comuption control and
mechanisms mechanisms fraud avwoidance mechanisms; establish
effective recourse mechanisms:
. Awareness-raising campaigns Awareness campaigns, stakehalder
Risks arising from lack of S e nfmndenergyapungsl tangeting communities and dialogue and workshops with end-users,
ng z consumers, end-users, and local residents od i e dlocal residents.
3. 5oclal Acceptance TAaE A End-usars, S P 15 EneArEEsE
Risk e general public Community consultations induding
in communities and * Social and political resistance related to Pilot models for community piloting medels, such as in-kind services
end-users MIMEY concerns, special interest groups inwohvement at project sites lenergy access, local employment, etc) or
equity stakes in renewable energy projects

* For resource assessment and supply: Dizsamination of top-level, national
Inaccuracies in eary-stage assessment Project development facility: resource assessment findings; grant
of renewable energy resource; whare capadity building for resource funding fior on-site resource assassment
applicablie (2.g. bivenergy), uncertainties aFssessment [depending on technology); capacity
relatad to future supply and cost of resource building for resource assessment.

Fisks arising from use * For planning, construction, operations and

of the renewable anergy maintenance: uncertainties related to Industry confarences; grant funding for

respurce and technology securing land; sub-optimal plant design; Project development facility: pre-feasibility studies (depending on

4. Resource & [resource assessment; lack of local firms offering construction, Project developers, feasibility studies; networking; technology); training, apprenticeships
Technology Risk construction and maintenance services; lack of skilled and supply chain training and qualifications and university programmes to build skills
operational use; expenenced local staff; imitations in civil Iplanning, constrsction, O,
hardware purchasa infrastructure (roads etc)
ing)

TETITEE ST * For the purchase and, if applicable, local
manurcture of hardware: purchaser's lack Ressarch and development; Test centre fior research and development Fi izl prod by davel = Depends on specific financial
of information on quality, reliability and cost technology standards; exchange into long-term guality of equipment; h'::r:{: ;sriistunf:nui;a:tl. r;flr:e drcumstances. Can include as
of hardware; lack of local industrial pressnce of markat information (e.g. via standards, testing and certification; A T RV T necassary: public loans; public
and experience with hardware, induding trade fairs) awareness campaigns and trade fairs g 9 o captt g loan guarantess; public equity
skilled and experienced bocal workforce
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A number of potential instruments for policy and financial
derisking exist

Public instrument table for renewable energy (Part 2)

MENU OF SELECTED PUBLIC INSTRUMENTS

POLICY DERISKING INSTRUMENTS FINANCIAL DERISKING INSTRUMENTS
prscaprion | cvm | oescawmon

BARRIERS

m DESCRIPTION UNDERLYING BARRIERS

* Grid code and management: limited

KEY STAKEHOLDER
GROUP

5. Grid/Transmission
Risk

6. Counterparty
Risk

7. Financial Sector
Risk

&. Political Risk

. Currency/
Macro-economic
Risk

Risks arising from
limitations in grid
management and
transmission
infrastructure

in the particular
country

Fisks arising from the
utility's poor credit
quality and an IPP's
refiance on payments

Risks arising from ganeral
scarcity of investor capital
{dabs and equity) in

the particular country,
and inwestors’ lack of
infermation and track
record on renewable
enargy

Risks arising from
country-specific
governance and
legal characteristics

Risks arising fram the
broader macro-economic
environment and market
dynamics

experience or suboptimal operational
track-record of grid operator with
imtermittent sources (e.g. grid management
and stability). Lack of standards for the
integration of intermittent, renewable
energy sources into the grid

Transmission infrastructurs: inadequate or
antiquated grid infrastrecture, incheding

lack of transmizsion lines from the renewable

energy source to load centres; uncertainties
for construction of new transmission
infrastructure

Limitations in the utility's (electricity

purchaser) credit quality, corporate governance,

managerment and operational track-record
or outhook; unfavourable palicies regarding
utility's cost-recovery arrangements

Capital scarcity: Limited availablity of local
or international capital iequity/and or debt)
for green infrastructure due to, for example:

under-developed local financial sector; policy

bias against investors in green energy

Limnited experience with renewable energy: Lack

of information, assessment skills and track-

record for renewable energy projects amongst

inwestor community; keck of network effects

(imeestors, investment opportunities) found

in established markets; lack of familiarity and
skills with project finance structures

Uncertainty or impediments dus to war,
terrorism, and or civil disturbance

Uncertainty due to high political instability;
peoor gowernance; poor rule of law and
institutions

Uncertainty or impediments due to
govemment policy (currency restrictions,
corporate taxes)

Uncertainty due to volatile local currency;
unfavourable currency exchange rate
Movements

Uncertainty arownd inflation, interest rate

outlook due to an unstable macro-economic

environment

Liility (tramsmission
company, grid
operator)

Utility

(electricity purchaser)

Investors
(equity and debt)

National level

National level

Strengthen transmission company's
operational performance, grid
management and formulation of
grid code

Policy support for national grid
infrastructure development

Strengthen utility/distribution
Company's performance

Financial sector policy reforms

Strengthen investors” (debt and
equity) familiarity with and capacity
regarding renewable energy
projects

Dewvelop a grid code for new renewable
energy technologies; sharing of
international bast practice in grid
management

Develop a long-term national
transmitssion/grid road-map to indude
intermittent renawable energy

Establish intermational best practice

in utility/distribution company's
management, operations and corporate
governance; implament sustainable cost
recovery polices

Aszass trade-offs between finanical
stability regulation and renewable anergy
objectives (e.g. liquidity treatment);
promote finanical sector policy favorable
to long-term infrastructure, including
project finance

Industry-finance dizlogues and
conferences; workshops/training
on project assessment and financal
structuring (project finance]; public-
private partnership building

Financial products by development
banks to assist transmission
Companias in gaining access

to capital funding

Govemment guarantees or backing
fior PPA payments; counterparty
guarantees offered by development
baniks

Financial products by development
banks to assist project developers
to gain access to capital funding

Risk sharing products by
development banks to address
palitical risk

Depends on specific financial

circumstances. Can include as
necessary: pubic loans; public
koan guarantees; public equity

Cepends on specific drcumstances
and division of risks in PPA. Can
include, as necesssary: partial risk
guarantees on PPA; counterparty
guarantees as part of political risk
insurance (PRI

Depends on specific financial

drcumstances. Can indlude as
necessary: public loans; public
loan guarantess; public equity

Provision of political risk msurance
(PRI} cowering (i) expropriation,

{ii} political viclence, (i} curmency
restrictions

Private sectar instruments, such as hedging for cormency risk or interest rate swaps, are commonily wsed to address this isk category but
are nat shown in this public instrument table.

Source: UNDP
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Thus far, derisking has not been analyzed quantitatively

 How effective and efficient are these derisking
instruments?

 How can policy makers combine them with other
renewable support policies to increase the
effectiveness and efficiency of the overall policy
mix?
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The UNDP Report proposes 4 stages to quantify the
derisking potential (Risks, Instruments, Cost, Evaluation)

1) Risk
Environment
Stage

2) Public
Instrument
Stage

3) Levelized
Cost
Stage

Source: UNDP

Understand the risks in the investment environment
and quantify their impact on financing costs

Select de-risking instruments that suit the investment
environment and quantify their impact on financing
costs

Calculate the incremental costs and the impact of the
de-risking instruments on these

4) Evaluation Stage

Main Output:
Pre-Derisking Cost of Equity/Debt Breakdown

_
% l

‘Best in Class’ Risk RISk Risk  Pre-derisking
(Developed Country) #1 #3  (Developing Country)
Cost of Equity/Debt Cost of Equity/Debt

Main Output:
Post-Derisking Cost of Equity/Debt Breakdown

g —
— %

Pre-derisking  Derisking Derisking  Post-derisking
Cost of Equity/Debt Instrument Instrument Cost of Equity/Debt
#1 #2

Main Output:
Incremental Cost (e.g. LCOE)

Baseline Clean Energy Clean Energy
Activity Investment Investment
Investment Pre-Derisking Post-Derisking

14



The UNDP proposes four metrics to evaluate the effects of
derisking instruments (evaluation stage)

4) Evaluation Stage

Output Metric 1: Investment Leverage Ratio

Output Metric 2: Savings Leverage Ratio

Across a sector, compares the total USD cost of
all public instruments deployed versus the
resulting USD private sector investment.

Across a sector, compares the USD cost of
derisking instruments deployed versus the
resulting USD economic savings.

-

$ $
Cost of Renewable
Public Energy

Instruments  |nvestment

Output Metric 3: End-user Affordability

Cx D)
N *
1 —= o
1
. $
1 s -
1
s ?
Cost of * Incremental Savingsto Incremental
Public Costs Society Costs
Instruments Pre Derisking Post Derisking

Output Metric 4: Carbon Abatement

Compares the life-cycle costs of the clean energy for
the post derisking scenario versus the pre-derisking
scenario.

Across a sector, assesses the incremental costs of
clean investment over the baseline activities in
terms of carbon abatement,

Life-cycle Cost Life-cycle Cost
Pre-Derisking Post-Derisking

Source: UNDP

tCo2e s/
tCo2e
Cost of Cost of
Abatement Abatement

Pre-Derisking Post-Derisking
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The policy mix for renewable energy deployment should

reflect each country’s situation

Select Policy
Derisking Instruments

Examples:

Long-term RE targets
Streamlined permits process

Improved O&M skills

Select Cornerstone Instrument

Examples:

PPA-based bidding process

Select Financial
Derisking Instruments

Examples:

Public loans

Partial loan guarantees

Political risk insurance

Direct Financial Incentives
(If positive incremental cost)

Examples:

FiT/PPA price premium

Tax credits

Carbon offsets

Source: UNDP
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The UNDP Report proposes 4 stages to quantify the
derisking potential (Risks, Instruments, Cost, Evaluation)

General Investment Environment

HIGH SOVEREIGN RATING LOW-SOVEREIGN RATING
South Africa (Wind, 8.4GW) Mongolia (Wind, 1 GW)
w Cornerstone instrument: PPA bidding Cornerstone instrument: FiT
2
Z 2 + .
20 Policy derisking instruments Policy derisking instruments
()
= + Financial derisking instruments
9 Feed-in tariff: premium +

Feed-in tariff: premium

Baseline Energy Generation Cost

Panama (Wind, 1GW) Kenya (Wind, 1GW)
wl
= Cornerstone instrument: PPA bidding Cornerstone instrument: FiT
-
v = + +
g 8 Policy derisking instruments Policy derisking instruments
% Financial derisking instruments
T

Source: UNDP 18



III

South Africa’s “upward financing cost waterfall” shows the
relative importance of risks and the “downward waterfall”
the potential derisking effects

BUSINESS-AS-USUAL FINANCING COSTS

— T 5o

— 0.6%
— -, o, 05%

|
. B 50 02% 07%
1) Risk 11%

Environment = 3% 04% 0.7%
Stage ogw 01% O
9.5% Cost of Equity Cost of Debt
2D LY LEXEUSEY &% BE mEScE 22 B ¥¥ EYE SE £% TE 5% 12
SEE g2 g2 §izge 52 92 f2952 23 g8E £2 8z2 g2 §E 22 Zg§E &5
gf32 g V8 £ =5 s 23 & 53 = Y& & o s L5 5
w.=J T a g & =g o 58 o« S<-J T a Iy = 5 B o
Su @ 5 £ 5 “a o8 2 ER ! g = 5 o8 B
28 2 < 3 3 = B S8 3 < T 8 = S
J o 5 o = 1G]
POST-DERISKING FINANCING COSTS
___________________________________________
04% 0.1% 0.1% 020 020 0.1% MN/A N/A
2) Public
e
Instrument e
_________________________________________ 3
Stage 02% 00% 01% 01% NA NA
Cost of Equity 13.8%) Cost of Debt
3 5% 25FBUE5E 2% FE vEiSsEce 52 $% BY¥ 5% 2% BY SE% 52
23 £ E':Eﬁgb‘:‘%h‘: E_n: & gaéga %é E;E -%az g5e '%E T ga §§E Eé
B = a E— g‘ @ 28 2 E & W 5 s A & £ S g9 L
g 8 2 = £ 3 O3 g9 2 g g E & 38 %o
< 1 < = %
J 8 E S = 8&0 [w] B E S = u&o

Source: UNDP, Derisking Renewable Energy Investment (2013). Data obtained from interviews with wind investors and developers. See Annex A of the report for full assumptions.
The post-derisking cost of debt and equity show the average impacts over a 20 year modelling period, assuming linear timing effects.



In South Africa, derisking has high potential to increase the
efficiency of the enacted support policy for Wind (tendering)

4) Evaluation
stage

MILLION USD

UsSD cent/kWh

INVESTMENT LEVERAGE RATIO
(Metric 1)

Present value of costs over 20 years
Policy derisking instruments
M Price premium [FT, PPA)

(x2.3% @D —,
m 4 993
Cost of BAU Cost of

Wind Energy

Imstruments Piost-Dherisking Investments

Instruments

END-USER AFFORDABILITY
[Metric 3)

M FPrice premium (FiT, PFA)
-4 Marginal baseline LOOE {unsubsidised]

10 == _(‘;I—;’D ag (220%
i - e - =
N
N
7 ]
LCOE BAL LCOE
Past-Derisking

MILLION USD
Prasent valuea cwvar 20 yws)

USD/tCo e

SAVINGS LEVERAGE RATIO
{Matric 2)

7257
40
Costof  Incremental Savinds  jncremental
Policy — Costs-BAL Costs -
Derisking Post-Derisking
CARBON ABATEMENT
(Matric 4)
£04 Mt COe (20 yrs) |
14 1
12 1

____________ l G

BAL Post-Denisking

Source: UNDP, Derisking Renewable Energy Investment (2013). Data obtained from interviews with wind investors and developers. See Annex A of the report for full assumptions.
The post-derisking cost of debt and equity show the average impacts over a 20 year modelling period, assuming linear timing effects.
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Our results suggest that the efficiency and effectiveness of
renewable support policies can be strongly increased
through derisking in all 4 countries analyzed

Present value over 20 years

Policy derisking instruments B Financial derisking instruments B Price premium (FT, PPA)
SOUTH AFRICA MONGOLIA
(8.4 GW) (1GW)

e DG

O o
Vi Vi
= =
= =
S S
- -
= =
= =
4) Evaluation
t Cost of BAU Cost of Wind Energy Cost of BAU Cost of Wind Energy
stage Instruments  Post-Derisking  Investments Instruments  Post-Derisking  Investments
Instruments Instruments
PANAMA KENYA
(1 GW) (1GW)
—®1005— (%809 15—
8 | m
o= -
< =
= 1,980 o
3 =
= =
N/A* 20
Costof BAU Costof Wind Energy Cost of BAU Cost of wind Energy
Instruments  Post-Derisking  Investments Instruments  Post-Derisking  Investments
Instruments

Instruments

Source: UNDP, Derisking Renewable Energy Investment (2013). Data obtained from interviews with wind investors and developers. See Annex A of the report for full assumptions.
The post-derisking cost of debt and equity show the average impacts over a 20 year modelling period, assuming linear timing effects.



Our results suggest that derisking can bring down the
abatement costs substantially in all 4 countries analyzed

SOUTH AFRICA MONGOLIA
(8.4 GW) (1GW)
604 Mt CO_e (20 yrs) | 80.8 Mt CO_e (20 yrs)
14 14 7
12 o 12 -
v 10 1 @ 10
g 6 - 5 6 l
) 7]
= e
2 2
0- 0-
. BAU Post-Derisking BAU Post-Derisking
4) Evaluation
stage PANAMA KENYA
(1GW) (1GW)
32.5 Mt COe (20 yrs) 374 Mt CO.e (20 yrs)
BAU Post-Derisking 0 BAU Post-Derisking
-20
-40 -
% %
8_, g 60
a a8 -80
] 7]
> -100 A = -100
-120 A -120 Gow)
-6%
-140 -140

Source: UNDP, Derisking Renewable Energy Investment (2013). Data obtained from interviews with wind investors and developers. See Annex A of the report for full assumptions
The post-derisking cost of debt and equity show the average impacts over a 20 year modelling period, assuming linear timing effects.
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While this report is just a first step, the results are
promising and provide policy recommendations; however,
more detailed modeling and additional research needed

Implications for policy:

= The effectiveness and efficiency of renewable energy support policies can be
significantly decreased if they contain complementary de-risking instruments

= However, the selection of de-risking instruments needs to be tailored to each
country

= Derisking should be considered in the international climate policy debate (especially
in post-Kyoto mechanisms)

— The UNDP framework is one starting point to systematically think about derisking
and can assist policy makers in the tailoring process

Implications for research:

— More research needed to increase the knowledge base on risks and financing costs
in developing countries

= Improve understanding of derisking effects

24



Thank you for your attention!

The full report, an executive summary, and a simplified excel
model can be downloaded here:

Further work on the role of policy in inducing technological change in the electricity
sector can be found at:
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http://www.undp.org/content/undp/en/home/librarypage/environment-energy/low_emission_climateresilientdevelopment/derisking-renewable-energy-investment/
http://www.undp.org/content/undp/en/home/librarypage/environment-energy/low_emission_climateresilientdevelopment/derisking-renewable-energy-investment/
http://www.undp.org/content/undp/en/home/librarypage/environment-energy/low_emission_climateresilientdevelopment/derisking-renewable-energy-investment/
http://www.undp.org/content/undp/en/home/librarypage/environment-energy/low_emission_climateresilientdevelopment/derisking-renewable-energy-investment/
http://www.sustec.ethz.ch/docs/index
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