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Technology Development, Adoption & Deployment
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Project Development Activity

» Project development is essentially a venture
activity

» Project Developers play a key role in climate /
clean energy projects

= Act as ‘pathfinders’, especially in developing markets
= Catalyse policy development

=L ead larger ‘late stage’ private sector actors into
markets

= Create readiness for expansion of market
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Climate / Clean Energy Projects

» Typically smaller transaction size
» Heavy reliance on policy / regulatory framework
» Non-traditional private sector actors (developers)

» Resource assessment, availability and location
are critical

» (Some) Reliance on new technologies
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Project Development Cycle & Activity
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Project Development Cycle Risk-Return Profile

‘First Mover’
Risk Premium

[llustrative Investor

Return Requirement
Development

Risk Premium

Financing
Risk Premium | _

Construction

Risk PremiumBia_ _ _ _ _ _ _ =
Commissioning
Risk Premium

Operating
Risk Premium

Risk, as measured by Investor Return
Requirement Over Project Life (% Return)

A-

Early-stage Mid-stage Late-stage . ;

Aggregate Perceived
Project Risk at outset of
development activity

Incremental
‘First Mover’
Risk Premium

] ] L] ]
Development Financing ConstructionCommissioning

Project Development LifeCyCle -

Source: UNEP, Aequero

© 2010 Aequero

Q
58
o Qo
3
o o
Q.
n
>
Operation
Qa



Dev. Costs Ampllfled by Time & Cost of Capital

6.7 X 7.5X

The effect of Increased Cost
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Amplified Costs Directly Increase Project Costs

Total Project Costs, including Development Costs, for each scenario
= US$41.2M = US$42.4M = US$44.4M = US$50.5M
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Key Findings

» Three areas where CC Projects experience
Incremental readiness (transaction) costs

= Proportionately higher readiness costs due to smaller
transaction size

= Incremental costs for ‘first mover’ transactions
= Higher cost of capital

» ‘First mover’ projects take longer to realise —
approx. 2-3 times longer

» Higher cost of capital + longer development
timeframes amplify costs of readiness

= Est. 8-23% increase in total project cost
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Underpinning Private Sector Investment with Sound Policy

The existence of sound, well-considered policy
: motivates and enables private sector investment
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Financing Sources Available to Project Deployment Activity

Third Party
Financing Gap

Sponsor / Developer
(30-40+%)

Corporate & Compliance Investors
\ (15-20%)

Funding Source (and Indicative
Return Requirements)
A

Financial Close

Capital Markets

(generally driven by P/E and other
comparables rather than return)

Carbon Finance
(20-25+%)

Debt Finance (Project Finance)
(Indicatively, e.g., 7-8% in US$; 11-13% in INR)

Mezzanine Capital
(12-15%, somewhere between debt and equity return)

Private Equity & Infrastructure Funds
(18-25+%)
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Non-OECD+ Country Investment in Renewables —
Actual vs. IEA Forecast Requirement

Average Actual Investment
(2007-2009)

Average Investment Required (2010-2020 and 2020-2030)

Other non-
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$0.3 billion $0.8 billion ° $1.8 billion
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Project Development Spend Profile
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Non-OECD+ Country Investment in Renewables —
Actual vs. Forecast Development Capital Requirement

Average Actual Investment
(2007-2009)
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Average Investment Required (2010-2020 and 2020-2030)

= Approx. 3 times present
investment level
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' Late Stage Development Finance

(~4% of project cost)
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Public vs. Private Share of Financing (2007-2009)

Construction Financing (Post-Financial Close) = US$30.2 Billion

34%

Late Stage Development Finance (Post-FS, Pre-Financial Close) = US$1.3 Billion

9%

Early Stage Development Finance (Pre-FS) = US$300 Million

<5%

. Public Finance (includes IFIs, ECAs, State-owned Financial Institutions)

. Private Finance
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