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PROBLEM STATEMENT & OBJECTIVES () IS IRENA

 Renewables are surrounded by a broad risk universe; these risks (real

Developed country Developing country

or perceived) can lead to either: (Wind vs. Gas) (Wind vs. Gas)

9.4 B Financing Cost
(Equity)

M Financing Cost
(Dehit)

W Operating Cost
{incl. fuel cost)

(1) a binary decision (“not to
invest / not provide lending”)
or

B Investment Cost/
Depreciation

(i) higher cost of capital
(“demanding a premium to
invest”) - a negative

PRE-TAX LCOE (USD CENTS/kWh)

Wind Gas Wind Gas
investment decision / higher T tcony oy

Cost of Equity = 10% Cost of Equity =18%

L C O E Cost of Debt = 5% Cost of Debt = 10%

Source: UNDP, Derisking Renewable Energy Investment (2013)



PROBLEM STATEMENT & OBJECTIVES (I1) IS IRENA

Institutional Level
Legal & Regulatory Framework

Contractual Level
Allocation of structural risks

Transactional Level (residual risks)
Insurance / guarantee products




LEM STATEMENT & OBIJECTIVES (I1) 2ORENA

Government
guarantee

Political risk
insurance

Partial risk/credit
guarantee

Export credit
guarantee

Currency risk
hedging instrument

Currency risk
guarantee fund

Local currency
lending

‘ Internal/external
liquidity facility

Liquidity guarantee

Put option

Grant and
convertible grant

Resource guarantee
fund

Geothermal
exploration insurance

Portfolio guarantee

There is a plethora of risk mitigation instruments available

for renewable energy, however, their utilization remains

limited due to both supply / demand side barriers:

- Long processing times, high transaction costs (supply-
side)

- Limited awareness (demand-side)

- Limited capacity (demand-side)

| Challenges for issuers |

High transaction Lack of institutional
costs incentives to promote

Complex application risk mitigation
process instruments over loans Challer_\ges for
potential users

a4

Applicants are not Limited awareness Lack of capacity
attracted to risk of risk mitigation and resources to
mitigation instruments instruments prepare applications

Little demand for risk mitigation
instruments in general

5

Lack of institutional interest and Risk mitigation instruments for
support for renewable energy projects renewable energy are underutilised




RISK ASSESSMENT & MITIGATION PLATFORM  ®ZIRENA
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A comprehensive database presenting information on = JJ Risk mitigation instruments

L
L

LN . .
> A matchmaking function by facilitating the interaction ===p | Trans_actlons becoming more
between the users, among others through a data room streamlined and less costly

risk mitigation instruments and their providers for a becoming more visible and
given project location & size and technology. easier to identify (increased
awareness)

A toolkit (incl. reference materials, template s JJ Risk mitigation instruments
documents, checklists, guidelines, wording options) becoming easier understand and
providing the users with insight on how the risk access

mitigation works.

that is regulated by a standard NDA, and that will use
standard documents (enquiry form, non-binding offer,
etc.)



RAMP — POTENTIAL NEXT PHASES IS IRENA

of risk mitigation products and
processes

J Standardization of the documentation that projects have to
prepare in order to get a binding bid for risk mitigation

J Standardization of the wording that is used by

” £ ek mitigati | Standardization of the terms and conditions
providers of risk mitigation

offered by providers of risk mitigation,
so that offers can easily be compared

B Models for cooperation between providers of risk mitigation (claims

cooperation agreement, consistency in the definitions of the covered
risks, shared due diligence etc.)

& accelerated
renewables deployment



GLOBAL FINANCIAL LANDSCAPE EEREELD

What types of investors are the What types of Are recipients of finance Where is finance flowing? Which technolo-
sources of finance? instfruments are used? public, private, or both? gies are funded?
Public sources Grant Public No region mapping Hydropower
=~ Governments (4.4) 1.0 = e 1.4 : =
5.4 Climatg funds (1.0) = - 4.4
\-\_ Marine
- <01
\ 4 a
Public Financial S Unknown : W\
Intermediaries N 0.7 WX )
raI @7 N \ 4 2 4
1 (9.0) ; \
Mull:iateral (B86), ) = == \)
N N\ / . A Other
/ Ut

, Conceslonal debt

Private Financial

\,
lntermedlaries \
aned Enterprises (10 o)
ional investors (2.2)
V(;mfra funds (1.4) Equity
ercial Financial Institutions (62.2 '




GLOBAL FINANCIAL LANDSCAPE - TAKE AWAYS @@ IRENA
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* Public financing will remain limited and thence need to be used in a
targeted manner to crowd-in private capital.

* Risk mitigation instruments (e.g. guarantees, currency hedging
Instruments and liquidity reserve facilities) can be used more extensively
by public finance institutions to effectively mobilise private investment.

* Blended finance can play a key role in removing market barriers and
getting new markets to maturity; with the ultimate objective of creating
commercially-sustainable lending markets for sustainable energy.
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