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How to Support Early-Stage Project Development ?

Sharing experience by BIO, the Belgian Investment Company for Developing Countries

Renewable energy :

Anne Berger, 16t Feb 2017
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BIO and Renewable energy projects in a nutshell

BIO is the Belgian DFI, fully financed by the Belgian State

Mission : support a private sector in developing countries, to enable
them to gain access to growth and sustainable development within the
framework of the SDGs.

Key figures : € 750 m under management, net commitments of € 677 m
Experience in RE :

€ 107 m commited or disbursed in renewable energy since 2011, including : solar in
Senegal, wind and geothermal in Nicaragua, CSP in India, small hydro in Uganda,
Rwanda, Honduras... and investment in several RE equity funds.

Mainly senior debt

BIO often participates to lending syndicates in medium sized projects lead by larger
institutions , but also takes the lead of financing process on smaller projects

Limited experience in development stage with the exception of our participation to RE
investment funds
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Feasiblity Studies

To examine if a project is
technically feasible and
economically viable

Technical, financial, market,
social, environmental and legal
aspects of private sector
investment.

Third party consultancy costs.
Competitive selection of
consultants

Limited to €100k and 50% cost-
sharing from BIO

ESIA, grid and ground study for
small solar project in Burundi

Technical Assistance
projects (pre-investment)

To support the establishment of
sound business practices that
improve the company’s business plan
& boost bankability — in anticipation
to a BIO investment

Advisory, and training activities — to
enhance economic performances and
development and E&S effects.

Third party consultancy costs.
Competitive selection of consultants

Limited to €100k and co-financing
rate from BIO tbd, ensuring strong
committment from sponsor

Could be support to institutionalize a
Solar kit operator or for the
development of a local RE developer.
No experience to date

Capex for Innovative
projects

To support innovative, highimpact
projects in an early development
phase

Support to Portfolio/Prospective
companies

Financing of mainlyfixed assets
(material and immaterial)
AAEFET EQET 1

() geography
(i) the economic environment
(i) maturity of the localmarket

capped atO350k and a cefinancing
rate to be decided on caséy-case
basis

I £ OET I

Support the emergence of a new offgrid

or mini-grid operators, in a country
where this market is still nascent.




Bottlenecks at early development stage (1)

Key success factors : skills, capital, visibility

Early development is often of poor quality :

Local developers often lack of adequate skills and capital

When signing MoU or PPAs with government, they set a reference not in line with
appropriate market standards

Their work is supported by multiple FS grants but has limited value for further
development on sound basis

Limited predictability in market conditions and sector regulation:

« stop and go » e.g negotiated projects abandoned to launch auctions
« opportunistic approach »: pushed by numerous donors initiatives
Learning curve & economies of scale

Example of difficulties in site securization

Need clear and firm strategy to develop the installed capacity + consensus bw various
public stakeholders on rules and procedures to develop and build a project

Standardized project documentation is good, but only if a sound regulatory framework
exists

Y Political willingness is key !




Bottlenecks at early development stage (2)

Financing process : project finance is not adapted to small-medium RE
projects
high transaction costs, no grants
limited flexibility, while the many back-and-forths with local administration
Long process while going fast can help derisking a project




New early stage support mechanism : Food for thought

No « one size fits all » : all projects and countries are different

Some measures can be investigated on an ad-hoc basis :

Support to the development of local knowledge
Local developers mentorship
Limit feasibility grants ?

Invent more flexible ways of financing (debt)
Promote equity investment into experienced developers (DFls, donors)

But the sound development of the market first lies in the hand of the gouvernements :

Awareness, appropriation, and sound governance in host countries

Just let the market grow ?!
Nospecific support to the turnaround of the market in 2012

Accept that it takes time : as more projects will be closed, the processes will become
simpler and expertise will grow
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DEVELOPING COUNTRIES

T:+4322 77899 99
anne.berger@bicinvest.be




