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PART |
Why Should Governments Get Involved”?
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Challenges to promoting FDI in the solar energy sector

Market:
» A nascent market for most developing
countries
 |nadequate risk-return ratios

Policy:
« Missing market creation mechanisms to
kick off the market
 QOver regulations

Project:
 Lack of packaging and promotion of
bankable projects
* Low visibility
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Government: a key player in kicking-off the market

FDI entry and treatment .

* Incentives .

Feed-in-tarrifs (FiTs)
 PPPs
Government procurement

» Investor targeting
Investment facilitation
« Aftercare
» Policy advocacy
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Government leadership in early stage project development

Opportunity
Preparation JIdentification|Development

Project Project

Development|Implementation/CoMMissioning

\ /

can take a lead

« Alleviating entry barriers and
formulating a national strategy

 Market creation

 Project preparation and packaging

« Improving risk-return ratios for
investment
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The case of Kenya

MW installed per year

2008

2012

2016

2020

i Grid Connect Commercial
Grid Connect Small Scale

[l Off-Grid Professional Market

K 5HS & Pico
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A feed-in-tariff scheme incorporated
in 2012

Standardized Power Purchase
Agreement (PPA) developed

Strong investment interest expressed,

but very few materialized

\
The 1st grid-connected solar energy
plant, a 600 kW roof-top system at the
Strathmore University, was commissioned
in June 2015.
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The UNCTAD solar energy investment promotion programme

The objective of the project is to strengthen the capacity of national
IPAs in preparing FDI projects in the solar energy sector and bringing
them to the market.

Key outputs of the project:
« A Guide to Preparing and Promoting Solar Energy FDI Projects
« A template solar energy project proposal for foreign investors
« A stakeholder workshop to present the key findings
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PART II

What should an IPA do to prepare and promote
a solar energy project
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Understanding the key pre-feasibility indicators

PV plant
P Key indicators to assess at pre-feasibility level
development steps

. Present and future power sector policies for solar generation
Understanding the } Regulated tariffs for electricity sale to the grid

regulatory e  Administrative procedures

framework . Definition of operational regime, including: capacity and electricity
selling terms, possible changes in policies

e  Solar resource assessment
Site assessment e Site area conditions (space availability & accessibility):
. Grid interconnection conditions

. Nature of potential investor, expectations on returns

Definition of the . Financing options (e.g. access to soft loans)

business model . Potential business models (incorporation of ad-hoc companies, joint
ventures , PPPs, etc.)

Project

configuration at o Main technical considerations

conceptualization Key financial indicators: CapEx, OpEx and life cycle cost breakdown
stage
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Understanding possible business models

Business Models
for FDI:

EXPOSURE TO
LEGAL
FRAMEWORK

INVESTOR
PROFITABILITY

REPLICATION
POTENTIAL

1. DIRECT
INVESTMENT IN A
SINGLE PPA or FiT

PROJECT

2. INVESTING IN A
PORTFOLIO OF
PROJECTS

3. INVESTING IN A
SOLAR ESCO
COMPANY

4. INVESTING IN AN
UPSTREAM
COMPANY

Less vulnerable than
single project,
especially if the

Generally not
vulnerable to

Vulnerable through

Highly vulnerable to tax and importation

regulation changes

portfolio covers regulation changes regulations
different countries
Overall profitability L
Highly profitability high-medium, Moderate profitability ——\» i\ _high

- i (o)
diversified investment typically 5 to 15%

Replicable if

Easily replicable if Replicable in mature successful and high

Least replicable

regulation in place markets final user electricity
prices
MW kW to MW kW to MW
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Understanding the key financial indicator - CapEx

« CAPEX - International references (US$ million per MW)

Small Utility-Scale

(1-5 MW) 3.2-7.6 1.3-6.8
Large-Scale _ _
(S5MW) 2.2-7.0 1.3-5.4

* CAPEX — Africa: US$1.82 - 4.88 million per MW
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UNCTAD’s template project proposal:

a tool to prepare solar energy projects for foreign investors

L. Project General Information:

Drojact Tile:

Projact Diezcription:

Plant'Swstem Capacity:

Projactad Investment:

Laocation:
City/Town, Fagion:
Latituda:

Longitwda:
#  Elavation:

Trojact Davalopar (if rlavanty,

If projact devalopenz) alteady zalactad
beafore appeoaching forsizn investor: as
cam ba the caza for utility-zcals BV
plants

Projact Parnars (if r2lavant):

Such a: lead govemment agsnciss in
PPP projacts and sacursd financing

Expscted Yaar & Month for the Start of Project
Dy :

Enpactsd Timeiams for Implamenta
»  Zitalagsa
s Pemim
+  Supply.chain sstup
*  Copsfruction
. L

Pamitting Govemment Asancy & Point of Contact:

II. Site:

Location:

Land' 5ite Ownerzhip:

Size:

Costs:

Flates for laasa or wis of land.

Accezzibility:

Fooad acossses and suitsbility for haavy ||
aquipment; right of way {potential 3=
party rights)

Terain Diescription:

Drztance to and Capacity of the MNaarest Transformer {in
kem)7 L= it MV or HV?

Grid Omner and Operator (i =levant):

Solar Radistion (GHI in KWh/m®/day and DRI in
EWh'm? yaar):

III. Target Market

Of-Takers Potantial Customers:

Dispanding on the applications, PV
pooject cestomear: can b a wholsssls
off-takar {2.g. the nationsl utility) or end

wsars {2.g. commercial of residential end
wsars) in an off-grid application for s2lf-

Dowar Price Setting Machanizm (PPA Fils or others):

(Other Terms of Purchass Agrssment:

Such a= langth of the contract

Total Estimat=d Demand (it ral=vanty.

Such as power consumption of snd wasrs
in PW zystem fior sslfconsemption

Other Marst Information:
*  (rher cporey genaarion soiurss inthe wicinitg
{50-1000m)
= ument svemage price per kWh of sltamative

SDEEY. SONTRE
. Policy and Permitting Pre-Clearance:

Has a pr=-feasibility study beon camriad out?

Has an Exprassion of Intarsst basn submitted to the hlindstoy
of Ensrey smd Patrol=um?

Haz an Envi il Impact A {EIA) baom
caried out?

Has any other policy and pemmitting pre-clesrancs besm

dona?
V. Government Support or Incentives:

Fiveal or Financial Suppare:

»  FiT{if rslevant) :

=  Tmpor duty swemption:

»  Other national fizcsl or finsncial suppoert or
incentives:

Such as t=x swemptions, acoslaratad

#  County sovemment suppodt of inoantivas:

Capital Snprore:

#  Committad capital partticipation by sovemment of
statz-pwmed antitis::

@  Potentisl dsbt finding:

Such az loan providad by national or
jonal devalopment banks

#»  Other potentisl sowrcss of capital:

Suwch az ODA in project development

Lendces or Support Provided by EenTnvesi:

Site acguizition:

Licansing:

Magotiation of PPAs:

Sequring govemment incantivas:

Import sssistanoa:

Trouwbla shooting:

Other pr2- and post-2stablizhment services or
= :

Contact Parzon at tha [PA:
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Key messages for an IPA

« Set up a dedicated task force

» Select the target segments through consultation with
key stakeholders

* Prepare a pipeline of bankable projects

* Develop project proposals for each project in the
pipeline

» Target the right investors
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Some feedback on the project

“The Guide is practical, and the template
project proposal is doable and relevant for
our work.”

“The proposal indicates the basic
elevant PV project data which can be
well used to step into detailed
discussions with potential foreign
investors.”

- Project managers from Kenlnvest

Anette Bossler, Managing Director,
Maine International Consulting, USA

“The template is a good starting point
for solar power projects.”

- Shrirang Chandekar, Managing Director,
Lean Way Energy, India
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