The impact of high financing costs
on renewable energy

RENEWABLE ENERGY VS FOSSIL-FUEL ENERGY
DEVELOPED VS. DEVELOPING COUNTRIES

Developed country Developing country
(Wind vs. Gas) (Wind vs. Gas) _ _
0.4 M Financing Cost
(Equity)
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Operating Cost

(incl. fuel cost)
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B B Investment Cost/
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PRE-TAX LCOE (USD CENTS/kWh)

Wind Gas Wind Gas
(onshore) (CCGT) (onshore) (CCGT)
Developed Country Developing Country
Cost of Equity = 10% Cost of Equity = 18%
Cost of Debt = 5% Cost of Debt = 10%

Source: UNDP, Derisking Renewable Energy Investment (2013). See Annex A of the report for full assumptions.
All assumptions (technology costs, capital structure etc.) except for financing costs are kept constant between the developed and developing country. 1
Operating costs appear as a lower contribution to LCOE in developing countries due to discounting effects from higher financing costs.



Derisking Renewable Energy Investment

lllustrative case-study - Kenya (1 GW, wind)

BUSINESS-AS-USUAL FINANCING COSTS
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POST-DERISKING FINANCING COSTS

N/A

N/A
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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.



Derisking Renewable Energy Investment

lllustrative case-study - Kenya (1 GW, wind)

LEVELISED COST OF ELECTRICITY

LCOE (USD CENTS/kWh)

Baseline Activity
(Unsubsidised)

INVESTMENT LEVERAGE RATIO
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Source: UNDP, Derisking Renewable Energy Investment (2013). See Chapter 3 and Annex A of the report for full assumptions.
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Derisking Renewable
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Public Instruments to Promote Renewable Energy
Investment in Developing Countries
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; DERISKING RENEWABLE ENERGY INVESTMENT
= FINANCIAL TOOL

This financial tool supports the framewerk presented in UNDP's Derisking Renswable Ensrgy
renew/able energy investment. The fnancial tool calculates the levelissd cost of lectricty (LCOE) for a given country's baseing energy mix and the LCOE of onsnore
before and after the introduction of public instruments.

nt report to assist policymakers in selecting public instruments to promote
wing energy,

Please go to UNDP's webstte to download the report, latest versions of this financial tool and other materials
http: undo.org/ ien/hemedli i flow_emission i ki vabl tment!

B. TABLE OF CONTENT S

This financial tool is organised into the following sight sheets:

I Summary Outputs

Il Inputs, Baseline Energy Mix
i Inputs, Vind Energy

IV, LCOE, Baseline Energy Mix
V. LCOE, Wind Energy

VI Additional Data

VIl Supplementary Information
VIl User fotes

31
32 C. IMPORTANT GUIDANCE

33

34|  The folowing modeling conventions are used throughout this tool

3
36 Inputcells

37 - Input cells require the user to enter numeric data or te select an option fram a drop-down menu

33 - Input cels are formatted in blus font. An example of the format is as folowa:

- Sometimes input cells may be formatted in purple font. This signifies that defautt input data is inserted to act as a inftial guide. Users are invited to input their own data

Output cells
- An output cell consists of a pre-existing formula. Do HOT enter data into an output cell. If the formula is overwritten, this could compremise the financial tool
- Output cells are formatted in black fant,

Guidance comments
- The input sheets have a column with guidance comments. Th

comments provide explanatery notes, definiions and address common issues
column with guidance comments is initally hidden from view. To viey

the comments click en the ungroup symbol (which appeas as a "+ sign) in the top right-hand corner of the sheet.

Checks
- Check cells will appear when there is an invalid entry of some sort. Check cells are formatted in

If it appears, the check cell provides guidance on how to rectify the invalid entry.

Protected sheets and cells
- In order to ensure that the teol maintain:

functionality and formulas are not accidently d d andior comprimised, this tool is distributed with sheets and cells in ‘protected’ mode.

W 4+ n]| Introduction . 1. Summary Qutputs 1L Inputs, Baseline EFvergv Mix . I, Inputs, Wind Energy IV. LCOE, Baseline Energy Mix V. LCOE, Wind
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