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The rise of India
A fivefold increase in already ambitious solar targets and far-
reaching policy reform have catapulted India’s renewable energy 
market into the spotlight in recent months. Energy Minister Piyush 
Goyal talks exclusively to RECAI about why India is the place to be 
and how he plans to climb to the top of our index. 

Electrifying Africa 
With Sub-Saharan Africa experiencing unprecedented growth and 
quickly establishing itself as a destination for foreign investment, 
Andrew Herscowitz, Coordinator of the Power Africa initiative, tells 
us why working together to understand the unique challenges and 
opportunities across the region has never been more important. 

Clear legislation
Increased political and legislative clarity over long-term energy 
strategies and offtake incentive regimes has prompted a rise in 
the rankings for markets such as India, France, Chile, Mexico and 
Poland, while Egypt re-enters the top 40 after a two-year absence. 
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Diversify and conquer. Speculation over the likely impact of the 
oil price drop on the renewables market has dominated the headlines. 
However, we must try to avoid arriving at oversimplified conclusions 
that assume the two are mutually exclusive or confuse short-term 
fluctuations with long-term objectives. The economic, societal and 
environmental fundamentals underpinning the case for a diversified 
generation mix to achieve secure and affordable energy are 
increasingly coming to the fore, removing the black and white choice 
between renewables and conventional fuels.

These themes of diversification and energy security also run through 
our feature articles on the energy revolution underway in India and 
Sub-Saharan Africa. In an exclusive interview with Piyush Goyal, India’s 
Minister for Power, Coal and New & Renewable Energy, he emphasizes 
the importance of renewables working alongside other forms of 
generation and the need for a healthy balance between competition 
and support for domestic enterprises, to identify the most cost-
effective technologies and solutions in the long run. 

Minister Goyal also talks about the criticality of private sector 
engagement and broader reforms to make the Indian market 
sufficiently attractive to foreign investors and developers. In our Africa 
focus, Andrew Herscowitz, Coordinator of the Power Africa initiative, 
also reinforces the need for public-private sector collaboration to break 
down investment barriers and create tailored solutions that meet the 
energy needs of individual markets.

Surely we are beyond the fossil fuel vs. renewables debate? Suppressed 
oil prices perhaps put into sharper focus the need to continue driving 
down cost, and think more keenly about the broader benefits of 
renewables. But the reality is that, even with oil at US$50 per barrel 
and the natural gas renaissance in full flow, wind power and 
increasingly solar are equally affordable without subsidy. The cost of 
these technologies is also predicted to decline further over the next few 
decades. Can the same be said for fossil fuels?

Let’s continue to focus on achieving the right balance of energy 
sources in any particular market, with collaboration and transparency 
key to realizing this. Let’s continue to innovate through demand-side 
management and market reform, with competition a critical enabler. 
And let’s continue to drive down costs to ensure renewables can sit in 
comfortable harmony with conventional generation. Finally, let’s not 
get distracted by temporary shifts in oil prices.
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Summary
An overview of this issue

Collaboration, 
competition and 
capital
This issue’s special features explore 
the dynamics of the energy 
revolutions currently underway in 
India and Sub-Saharan Africa.

While facing their own unique 
challenges and opportunities, key 
themes emerging in both markets 
include the need for public-private 
sector collaboration to identify and 
overcome project and investment 
barriers, and the need for significant 
volumes of capital to accelerate the 
electrification agenda. With 
indications that there is already a 
substantial supply of capital eager to 
flow into these growth markets, 
investors and developers will need to 
compete effectively and establish a 
tangible presence in the market.

Both pieces also reflect the 
importance of distinguishing between 
real and perceived risks, as well as 
the onus on governments seeking to 

create more secure and diversified 
energy markets to implement the 
often difficult reforms required to 
attract foreign companies in 
particular.

The place to be 
Speaking just weeks before India’s 
first international renewable energy 
investor conference, the Minister for 
Power, Coal and New & Renewable 
Energy, Piyush Goyal, revealed the 
scale of his ambitions for the 
country’s energy sector, the 
challenges to be overcome and why 
India is the place to be. 

Pledging to reach number one in the 
RECAI rankings by 2019, Goyal also 
talks candidly about the need for 
healthy competition, a more 
integrated domestic supply chain, 
increased fuel supply and greater 
investment in transmission and 
distribution (T&D). 

On his objectives ahead of the 
RE-Invest 2015 conference, a 
genuine desire to engage with the 
private sector to better understand 
the expectations on government to 
accelerate capacity deployment and 
investment across the sector shines 
through as a top priority. Meanwhile, 
the Government’s focus on 
democracy, demography and 
demand sets a strong foundation for 
India’s energy transformation. 

Powering Africa
The Sub-Saharan Africa feature 
highlights the importance of 
understanding the unique obstacles 
faced by individual countries within 
the region, challenging the view of 
a single market and calling upon both 
the public and private sectors to 
work in tandem to break down the 
agreed barriers. 

In an exclusive interview with Andrew 
Herscowitz, Coordinator of Power 
Africa program, and with Paul Hinks, 
CEO of Symbion Power, the criticality 
of understanding the real risks and 
leveraging the many resources 
available to mitigate these is a key 
message for both governments and 
the international investment 
community. 

With Power Africa proactively 
seeking to bridge the imperfections 
that are stalling energy projects in 
the region, Herscowitz provides 
firsthand insight on how the 
program’s capital commitments and 
on-the-ground transaction advisors 
are making a tangible difference in 
creating a commercially attractive 
and sustainable market for clean 
energy investment.

Taking stock
With the global energy market 
currently in a state of flux, the 
world’s monolithic power giants are 
being forced to prioritize objectives, 
re-examine portfolios and strengthen 
their resolve to survive and prosper 
as the energy revolution takes hold. 
A recent surge in M&A activity and 
corporate restructurings (highlighted 
in our Key developments section on 
page 12) indicate this process is 
already well underway.

Forming foundations
China retains the top spot after a 
strong 2014 saw a record US$89.5b 
of clean energy investment and 
almost 24GW of additional wind 
capacity. While falling short of its 
14GW solar target, reaffirmation of 
its ambitious 2020 goals, measures 
to accelerate distributed solar and 
renewed efforts in offshore wind set 
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the foundations for a strong 12 to 18 
months (see article on page 26).

In the US, projections that solar will 
reach grid parity in many states by 
2016, and a one-year renewal of the 
production tax credit (PTC) for wind 
projects applied retrospectively 
through 2014, are expected to boost 
a sector already showing signs of 
recovery. President Obama’s 
ambitious climate change agenda is 
also helping to drive policy support 
and investment, though fierce 
Republican opposition and mixed 
fortunes for offshore wind are 
reminders of the uphill battle ahead.

Asia aspirations
Japan remains in third place as the 
repercussions of measures to tighten 
the feed-in tariff (FIT) program and 
access to the grid to cool 
unsustainably high solar sector 
growth, trickle through the market 
(see article on page 28). 

Staying in Asia, India jumps to fifth 
place thanks to the investment and 
project momentum created by 
increased policy support and an 
improving investment climate 
(see our feature on page 6).

Meanwhile, confirmation that South 
Korea is scaling back its ambitious 
emissions trading scheme (ETS), 
and corruption allegations and grid 
challenges in Thailand, have 
prompted a fall in the index for both 
these markets. 

Traction in Europe
This issue also finally sees some 
positive movements in Europe, with 
France, Sweden and Poland climbing 
to 7th, 20th and 28th place, 
respectively.

The progress of France’s Energy 
Transition Bill is creating some 
much-needed certainty for a market 
that had somewhat stalled, while 
increased auction activity is helping 
to re-establish a healthy project 
pipeline.

Sweden’s one-place jump in the index 
reflects renewed ambitions to shift 
away from nuclear and achieve 100% 
renewables generation. Meanwhile, 
after a protracted period of policy 
uncertainty, Poland is finally moving 
closer to implementing a new 
legislative framework introducing 
competitive auctions in place of the 
current green certificate regime.

However, concerns that the UK’s new 
contract for difference (CfD) regime 
will not provide sufficient certainty to 
stimulate investment in new projects 
and the commitment of development 
expenditure, takes the UK down to 
8th place. Indications that new PV 
projects will be excluded from Italy’s 
FIT scheme, has prompted a fall to 
16th place.

Straight up
Chile, Mexico and Morocco continue 
their ascent up the index, rapidly 
becoming mainstream markets for 
renewable energy investment. 

The participation of clean energy 
projects in Chile’s power tenders for 
the first time is likely to add to an 
already significant project pipeline, 
while Mexico’s energy transition bill is 
expected to set out a detailed road 
map for achieving its ambitious 
renewables targets. The progression 
of Morocco’s flagship Ouarzazate 
CSP project also leaves it firmly 
on track to achieving its 2020 
capacity target.

Giants rise and fall
Saudi Arabia and Russia have fallen 
to 37th and 40th place, respectively, 
reflecting slow progress to stimulate 
any significant renewable energy 
deployment, despite being otherwise 
attractive, large and resource-rich 
markets with ambitious targets 
(see Key developments on page 12).

Meanwhile, Egypt makes its second 
debut in the index after falling out in 
May 2013 due to a dramatic 
slowdown in infrastructure 
investment and project activity as a 
result of political unrest. However, 
a structured offtake program, 
ambitious targets and appetite for 
large-scale projects have helped it 
move back into the index in 39th 
place (see Key developments on 
page 12).
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India 
A US$100b 
opportunity?

In an exclusive interview 
ahead of India’s 
inaugural global 
renewable energy 
summit, the Hon’ble 
Minister for Power, Coal 
and New & Renewable 
Energy, Piyush Goyal, 
spoke with RECAI Editor 
Klair White and EY’s 
India Renewable Energy 
Advisory Leader Rupesh 
Agarwal, about his 
challenges his 
aspirations and RECAI 
domination.

India is currently number 
five in the RECAI. How and 
when are you going to 
reach number one?
By 2019 we’ll get to number one. We have 
a clear and achievable plan, and very 
practical ideas that we are implementing 
on the ground. 

India already had a solar mission of 20GW 
by 2022, but we have moved the needle on 
that to 100GW by 2022. My personal effort 
is to do that by 2020. The one big 
impediment was the anti-dumping duty on 
solar equipment. We have been engaging 
with the manufacturers and they have 
appreciated that, while the Government will 
undertake whatever measures are possible 
within the international framework to 
support them and their industry, it will be in 
their best interests that India looks at 
large-scale deployment of solar and 
expands the market using the best of 
world-class technologies. I’m very happy 
that they have come to support the 
endeavors of the Government by 
withdrawing the anti-dumping duty request, 
in a way that sets a precedent. 

On 22 May 2014, four days before Prime 
Minister Narendra Modi came into power, 
the Commerce Ministry had adjudicated 
there should be anti-dumping duties on the 
US, China and several other countries. 
I don’t know of anywhere else in the world 
where domestic manufacturers who had 
received a favorable order from a national 
ministry, then realized that it is in the 
national interest to forgo the benefit and 
work in a competitive spirit to become 
technologically superior. The Indian solar 
manufacturers have withdrawn the 
complaint in the interest of the “Make In 
India” campaign, and with that I think the 
solar mission is now going to gain a lot of 
momentum. 

We’re also bringing in some very bankable 
purchasers of the solar power. So we’ll have 
companies with a AAA rating becoming 
solar power offtakers through a transparent 
bidding process, which will give comfort 
both to bankers putting money into the 
business and to investors, in terms of 
transparency and reduced risk of future 
cancellations. More broadly, we are also 
working to bring down litigation, reduce the 
time required to get justice through the 
courts and simplifying business processes 
significantly, to bring more transparency 
into the whole system.
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We are also focusing a lot on rooftop solar 
as part of the 100GW. I’m hoping for around 
40GW, which would have minimal land and 
power evacuation challenges and already be 
cost competitive on a kWh basis for the end 
consumer. We’re expecting about 20GW to 
25GW from large-scale solar parks, which 
are being set up at 19 locations all over the 
country. A number of highly profitable 
companies are also now looking at the fiscal 
benefits one gets from coming to solar. 
So all in all I’m fairly confident of US$100b 
investment coming into renewables, and 
the solar space in particular, over the 
next five years.

And beyond solar?
Wind energy had almost come to a 
standstill because of the withdrawal of 
certain fiscal benefits in 2012, which was 
one of our first steps in the 2014 budget. 
On 10 July 2014, we reintroduced 
accelerated depreciation on wind 
energy projects. 

We also have corrected a lot of inward 
duties, both in solar and wind, that were 
dampening the Make In India spirit and 
making it difficult to manufacture in India 
economically. Those have been corrected in 
the budget, and some more may get 
corrected in the next budget.

Waste to energy is another area we are 
working on, but I would say it’s still a work in 
progress to formalize a plan. Storage would 
be a game changer if we can make the 
storage systems cheaper. We have six 
projects running in parallel on this, including 
a project with IIT Jodhpur on solar thermal. 
This could become a fantastic solution for 
the more remote areas, particularly the 
Border States and Special States in the far 
east, where it’s difficult to take the 
transmission grid. We could certainly have 
off-grid and microgrid solutions, but 
thermal solar will still be one of the most 
critical elements for that. 

Alternately, we’re looking at various 
combinations of solar with wind, hydro or 
waste-to-energy, so that we can provide 
24/7 power to all homes, businesses and 
industries across the country by 2019. 
This is our stated mission and commitment 
to the people of India.

You’re now targeting 
almost 200GW of renewable 
capacity by 2022, 
described by some as 
overly ambitious. Is it 
really achievable?
Well I’m looking at targets more from the 
perspective of what will happen to 
renewable energy as a mix of my total 
energy consumption. Currently, we’re doing 
about 55 to 60 billion units of renewable 
energy against our annual production of a 
trillion units. Our effort is to take this to 
about 15%. Now when you look at the 
expanded electricity consumption in the 
next five years, which will go up from 
one trillion units to two trillion units, and 
you apply 15% to that, you’re talking about 
300 billion units. That in itself requires 
fivefold growth in the next five to six years. 
Yes, it’s an ambitious target, but Prime 
Minister Modi is one who believes in very 
ambitious goals, very committed timelines 
and honesty in implementation. So I’m very 
confident we can get there.

What is your response to 
calls for a shift from 
competitive bidding to fixed 
tariffs, for fear that falling 
technology costs could lead 
to overly aggressive bidding 
and unviable projects?
This is a very lame argument from certain 
sections of the industry simply to be able to 
get into a regulated tariff regime. But a 
regulated tariff has its own problems. How 
do we assess tariffs in a market where solar 
panels, for example, range from US$1m to 
US$2m per MW? How do we assess the 
quality of equipment or the quality of 
output, or what fair pricing should be? 
It is not for the government necessarily to 
determine these things. Further, then 
there’ll be cases coming with individual 
requests that this terrain is expensive to 
work in, or the land here or there is cheaper 
or more costly. So I think the best way is to 
have a competitive spirit and I’m sure 
businesses understand that ultimately they 
will be responsible for the projects that they 

India’s renewable energy 
ambitions in numbers

US$100b

100GW

60GW

US$50b

investment in renewable 
energy over the next 

five years

solar capacity by 2022 
(end of 2014 = 3.3GW)

wind capacity by 2022 
(end of 2014 = 22GW)

investment in transmission 
and distribution

set up, and bidding will be what is most fair. 
If someone is foolish enough to bid so 
aggressively that it becomes unviable, it is 
at their risk and cost.

The far-reaching Make In 
India campaign has 
dominated the headlines, 
but how are you planning to 
build a domestic supply 
chain for the renewable 
energy sector specifically?
Well there is a lot of interest now in building 
the components required for solar. For wind, 
there is already a lot of manufacturing in 
India, but for solar, one of the problems was 
that the entire manufacturing chain was not 
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here. So even the few people who 
manufacture here are very much dependent 
on the import of components. Differential 
pricing by foreign suppliers has also added 
to the problem for Indian manufacturers. 

We are therefore encouraging more and 
more backward integration to expand the 
chain of production in India. Wherever the 
Government procures solar energy, for 
example, let’s say for the defense 
establishment, we are trying to encourage 
that by giving the domestic manufacturers 
preferred status. This is absolutely 
permissible under the international 
framework. Through a variety of such 
measures, where we can help them get 
visibility of the flow of orders, we’re hoping 
that Indian manufacturers will only need a 
little boost for the first few years and after 
that they will fly. I’m quite confident two 
years from now you will come back, 
interview me and ask me for reservation 
and preference for the foreign suppliers.

A significant amount of 
capital will be required to 
achieve your ambitious 
targets. Is this starting to 
flow into the country?
International investment has very few 
destinations today. There’s very little growth 
happening in different parts of the world. 
China, for example, has reached a certain 
level of prosperity; wages have gone up and 
it’s now getting uneconomical to 
manufacture there. While they invested a lot 
in their solar manufacturing sector, I don’t 
think they’ve really been able to use that 
investment to its fullest capacity. Whereas 
India is still a nascent market. With the kind 
of bankable power purchase agreements 
(PPAs) that the Government is now offering, 
the emphasis on rooftop solar, the 
increasing involvement of large public 

sector undertakings and the number of 
large Indian corporates coming into this 
field to get the fiscal benefits and energy 
security that they require, I’m fairly 
confident capital will be the least of our 
constraints. This is because it now makes 
very good business sense to come and 
invest in the renewables space in India.

I’m already seeing a lot of this interest first 
hand. On 15 February we have the 
RE-Invest 2015 conference*, where we’ll be 
taking commitments from organizations 
looking to invest in renewable energy here. 
In fact, we’ve got about 84,000MW of 
commitments already, both from Indian and 
international players. My problem today is 
the number of countries, developers and 
investors who want to come and participate 
at the RE-Invest conference. I don’t have 
enough sessions to be able to accommodate 
all the requests. I’m inundated with calls 
from senior government and corporate 
representatives from across the globe who 
are very keen to be here and want some 
kind of speaking slot to showcase what they 
are doing in renewables. That’s the level of 
interest many countries are taking — India is 
the happening place, this is the place to 
invest. Where else do you have a leader like 
Narendra Modi, who inspires such business 
confidence?

Beyond sending the 
message that India is the 
place to invest, what else 
are you hoping to achieve 
from the RE-Invest 2015 
conference?
I hope to learn what this country should 
work on and the methods that I should 
employ to break down the barriers. What 
are the enablers investors are looking for 
at a state level, what are the best 
technologies, how will the solar parks work, 
how can we continue to support growth in 
the wind sector? For example, we have 
thousands of wind projects and now we can 
upgrade them to 2MW or even 5MW units, 
so I wouldn’t even have the challenge of 
land procurement. I can actually triple or 
even increase tenfold the wind energy 
we’re already producing, simply by 
replacing existing windmills with higher 
capacity turbines. 

There’s so many things that I have to learn 
in this space, and an occasion like 
RE-Invest 2015 will enable me to bring all 

the stakeholders of the renewable sector to 
one place. Prime Minister Modi has agreed 
to inaugurate it on the 15th*, and then 
we’re going to have breakout sessions with 
all the different states which have a strong 
renewable energy focus, such as Gujarat, 
Maharashtra, Rajasthan and Tamil Nadu. 
There will also be sessions with different 
stakeholders across the wind, solar, 
waste-to-energy, bioenergy and hydro 
sectors — with all of them talking to us, and 
telling us how we can do it better. 

You’ve pledged to make 
India diesel-generator free 
within five years. What are 
the two or three key 
barriers to achieving this 
and will you overcome 
them?
My biggest challenges are of course the 
T&D networks. India needed to have 
invested adequate money on its national 
grid well in advance of significant demand 

*Interview conducted 19 January 2015
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growth, so that we could have a seamless 
flow of power across the country. I saw that 
soon after I became a minister and Delhi 
had a severe breakdown of the power 
infrastructure after a heavy storm on 
30 May 2014. We realized that T&D is the 
key to the success of any energy program. 

That is an area I am focusing on very deeply 
and an area that will see nearly US$50b of 
investment in the next five years. Of this, 
around US$18b will be a government 
sponsored program to support the states’ 
separation of distribution feeders; 
encourage rooftop solar or other off-grid 
and microgrid solutions; strengthen the 
sub-T&D networks; upgrade transformers 
and replace burnt-out transformers; and 
install underground wiring in the cities 
wherever it is possible. All of these are 
things that should have been done many 
years ago. So, our focus in the next few 
years is going to be on T&D, in order to 
reduce losses and reduce power theft.

Simultaneously, we need much more 
production of fuel within the country, or at 
least a short-term boost to fuel supply to 

increase the country’s energy security. 
That’s another area where there has already 
been a lot of action in Government. 
The Supreme Court had cancelled 204 coal 
blocks that had not been put to use 
adequately for so many years. We have 
been proactive and are working toward 
very tight schedules and deadlines, hoping 
to get all of them into the production 
domain quickly so that Coal India Ltd. can 
focus on doubling its coal production over 
the next five years. 

And lastly, we are also sorting out all the 
projects that have been stalled for various 
reasons. In particular, large and small hydro 
projects, and some gas- and coal-based 
plants that are also stalled due to lack of 
fuel supply. Gas especially has tremendous 
value as an energy-efficient power 
producer, as well as a spinning reserve to 
meet the peak load requirements and 
improve the frequency in the grid to ensure 
grid stability.

Why India and why now? 
I think this is the time where India is 
providing, as Prime Minister Modi said 
recently, the three “Ds” — democracy, 
demography and demand.

India is providing the comfort of being a 
democracy where the rule of law prevails. 
India is providing an administration mindset 
that is honest and sincere in its working. 
And India is providing a decisive leadership 
that does not shirk away from its 
responsibility; it acts fast and is outcome-
orientated, rather than just making 
promises and papers. When you couple all 
these measures with a billion people who 
are looking for a better quality of life and 

an aspirational middle class of more than 
500 million people, you get a demographic 
that is generating significant demand for 
power at a scale not seen elsewhere. 

We are also conscious of our responsibilities 
to the environment, particularly concerns 
over carbon footprint and emissions. 
Therefore, this effort to give a renewed 
focus to renewable energy is very sincere. 
The leadership of Prime Minister Modi is 
trustworthy and the frameworks that we are 
designing are bankable. 

So the three important parameters that any 
investor is looking for are available here and 
I don’t think there can be a better or a safer 
business opportunity anywhere in the world 
today. That said, we invite investors to come 
to India and own the fruits of a developing 
economy as it turns into a developed nation. 
All are invited to participate in that journey.

Rupesh Agarwal
Renewable Energy  

Advisory Leader — India
+ 91 98117 93990 

rupesh.agarwal@in.ey.com
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India: A world of possibilities?
A view from the Editor

Ambitious renewables targets, the 
country’s first global renewable energy 
investors summit, a high-profile state 
visit by US President Barack Obama and 
mounting speculation ahead of 
international climate talks, have 
undeniably cast India’s energy sector into 
the spotlight in recent months. With my 
trip to Delhi falling just weeks before the 
RE-Invest 2015 conference, it was 
difficult not to be swept up in the 
excitement as the world’s media churned 
over the facts and figures that could 
reshape India’s energy landscape forever 
and define this Government’s legacy.

Asking questions
A diesel generator-free India and 
24-7 electricity access across the country 
by 2019? More than US$100b of 
investment, 100GW of solar and 60GW of 
wind power by 2022? The word 
ambitious hardly seems adequate. And 
yet having spent time with Minister 
Goyal, what became very clear is the 
Government’s genuine desire and 
commitment to engage with the energy 
and investment communities, both 
domestic and foreign, to develop a 
clearer understanding of what stands in 
the way of achieving these goals, and 
what needs to be done to break down 
the barriers. 

The whole package
While these ambitious targets have 
sparked debate on whether India’s 

renewable energy sector can grow at such 
a rapid pace, they should also be assessed 
in the context of broader economic and 
political reforms. For example, the 
Government’s focus on making it easier 
to conduct business in India; improving 
governance and transparency; taming 
inflation; facilitating foreign investment; 
and promoting domestic manufacturing via 
the Make In India campaign. Such measures 
should not only accelerate renewable 
energy directly by breaking down project 
development and investment barriers, but 
also create jobs and wealth in other sectors 
that in turn generate further demand for 
energy. Even the target to double India’s 
coal production will trigger critical 
infrastructure investment, including an 
estimated US$1b on railway expansion to 
improve fuel linkages. 

International interest
SunEdison’s January announcement that it 
will invest US$4b in a solar panel factory in 
partnership with India’s Adani Enterprises, 
indicates India’s renewables prospects are 
already producing tangible results.

President Obama’s recent visit to Delhi is 
also perhaps testimony to the renewed 
interest of the international community in 
India’s growth story. Pledging to lend US 
financial support to India’s ambitious solar 
program (including US$2b for renewable 
energy projects from the U.S. Trade and 
Development Agency), the President also 
committed to work with Prime Minister Modi 
to tackle India’s air pollution issues. 

Setting 
priorities
Despite the positive 
outcomes of 
February’s visit, India 
may still remain hesitant to commit to 
binding emissions reduction targets 
ahead of the climate talks in Paris later 
this year. It is arguably difficult to fault 
Prime Minister Modi’s logic if it ultimately 
achieves the desired result. Already vocal 
on his refusal to let environmental 
targets jeopardize economic growth, 
the Prime Minister is prioritizing the 
expansion of renewable energy capacity 
to lessen the need for polluting fossil 
fuels, rather than setting emissions 
targets. Regardless, India will likely 
remain under pressure to clarify its 
climate change goals as Paris 
approaches. 

Imagine a world
And so we return to the US$100b 
question. Can India really install almost 
200GW of renewables capacity in just 
eight years? Based on the status quo and 
existing perceptions about doing business 
in India, it is certainly a major challenge. 

But as I left the interview with Minister 
Goyal and stepped out into a bustling and 
smoggy Delhi, I couldn’t help but be 
encouraged by the sincerity, enthusiasm 
and unwavering belief of this new 
government in its ability to attract the 
investment required to transform India’s 
energy sector and, in turn, the lives of 
its people.

So let’s imagine a world where the 
government identifies the obstacles and 
acts fast to break them down. That 
investors take the time to separate the 
real risks from the perceived risks. That 
the energy community recognizes the 
self-reinforcing growth cycle of an 
electrified India and starts working 
together to build a robust project 
pipeline. That the millions of Indians 
without access to power and the 
country’s aspirational middle class 
embrace a renewable energy future. 

In that world, anything is possible.

Klair White
RECAI Editor
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The latest GDP forecasts, foreign direct investment (FDI) statistics and extracts from EY’s attractiveness 
survey: India 2014 report indicate an improving business and investment climate for India.

To download EY’s attractiveness survey: India 2014 report or access EY’s other 
business reports on the region, please visit: emergingmarket.ey.com.
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Total FDI in India by year
(US$b)

Source: India Department of Industrial Policy & Promotion

By state destination
Gujarat 1,027
Karnataka 938
Tamil Nadu 825
Delhi 622
Maharashtra 583
Rajasthan 461
Andhra Pradesh 418
Himachal Pradesh 400
Uttarakhand 200
Other/unspecified 1,927
Total 7,401

By year
2005 156
2006 831
2007 728
2008 802
2009 1,564
2010 867
2011 1,234
2012 562
2013 174
2014 484
Total 7,401

By source market
US 2,924
UK 934
France 644
Spain 630
Germany 439
Denmark 372
Hong Kong 244
Belgium 239
South Korea 200
Other 776
Total 7,401

Source: fDi Markets, December 2014

Alternative/renewable energy FDI in India 2005–14 
(US$m)

Chairman — India Region 
+ 91 124 6714111 

rajiv.memani@in.ey.com

Rajiv Memani

Perception
% of survey responses Most attractive cities

Mumbai 51.2%

Bengaluru  37.8%

New Delhi/NCR 37.4%

Chennai 14.6%

Pune 13.1%

Chandigarh 10.7%

Expectations for manufacturing
Do you think that India is moving toward technologically 
advanced manufacturing?

60%
Agree

0.7%
Strongly
disagree

10.2%
Disagree21.4%

Strongly 
agree 7.7%%

Yes Can’t sayNo

TMT 29.9%

Infrastructure 11.3% 

Industrials 11.2% 

Retail 8.6%

Automotive 8.4%

Life sciences 4.7%

Business services 3.8% 

Consumer products 3.3% 

Financial services 2.6%

Energy 2.0%

Metals and mining 1.8%

Logistics 1.1% 

Other 11.3%

Future sectors for FDI in India
Which business sectors will attract the most foreign investments 
in India over the next two years ?

Planned investment activities for India
What is the nature of the business activity you are planning in India?

Manufacturing and services for
the Indian market 
Manufacturing for global market 
Sales and marketing office 
Headquarters 
Research center and design unit 
Offshoring and outsourcing 
Warehouse and logistics center 
Education and training 
Other 
Can’t say 

42.5%
30.8%
14.8%

5.0%
5.0%
4.4%
3.4%
1.6%
2.1%

13.0%

• Legislative and administrative 
   environment

• Transport and logistic 
    infrastructure

• Corporate taxation

• Ease of doing business

• Flexibility of labor law

 Challenges
• Local labor costs
• Domestic market
• Business and 
   management education 
• Skilled services workforce
• Local labor skills
• Telecommunications 
   infrastructure

 Strengths

India
India

Priority measures for improving India’s investment climate

Develop infrastructure 42.0%

Improve the effectiveness of the rule of law 42.0%

Reduce bureaucracy 31.8%

Increase the transparency of business regulation 18.6%

Increase consistency in regulatory policy 11.0%

Lighten companies' legal and fiscal obligations 8.7%

Ease land acquisition and licensing 9.9%

Improve labor laws 12.2%

Improve labor skills 11.6%

Facilitate access to capital 8.0%

Improve overall taxation system 21.8%

Ease FDI limits 12.8%

Stimulate R&D and innovation 9.7%

None 5.4%

Enhance the business
environment

Advance the factors
of production

Percentage of responses to
“How do you see India in 2020?”

28.6%

5.2%

23.6%

India in 2020

Among the top three
growing economies 

Among leading
three manufacturing

destinations 

Surpassed by
competition from more

dynamic countries

Data source is EY’s attractiveness survey: India 2014 report unless otherwise stated.
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Egypt erupts. Egypt has revived efforts to generate at least 20% of its power from 
renewables by 2020, equivalent to around 12GW and up from 12% currently. Following the 
introduction of relatively generous FITs in September 2014 for projects up to 50MW, the 
Government launched a tender in November to procure 2.3GW and 2GW of solar and wind power, 
respectively, via 20-year and 25-year PPAs. The clarity and speed of the process has been 
encouraging, with around 100 companies qualifying as approved bidders in January 2015 and 
solar more than 50% oversubscribed.

India sparks surge. It seems that the Indian Government’s ambitious target of 
100GW solar capacity by 2022 is not unfounded, with commitments in the sector accelerating 
rapidly. US-based SunEdison is to develop a US$4b solar panel factory through a JV with Indian 
conglomerate Adani Enterprises, as well as more than 10GW of PV capacity over the next 
five years. Even state-owned Coal India Ltd. is to develop 1GW of domestic solar capacity, while the 
US Ex-Im Bank has committed US$1b to clean energy projects in the country. A 100MW offshore 
wind farm is also currently under development in Gujarat, the first step toward India’s goal of 
1GW offshore wind capacity by 2020.

Mexico maps out. The Energy Transition Law, which policymakers indicate is the final 
piece of the puzzle in mapping out Mexico’s long-term energy strategy, passed the House of 
Deputies in mid-December and will now be debated in the Senate. While other recent energy 
legislation has focused on liberalizing the oil and gas sectors, this bill will set out a detailed road 
map for achieving 35% clean energy by 2024 (from 12% now). The Government also plans to 
attract US$14b of investment in 6.5GW of wind capacity by 2018, and introduce revised public 
consultation procedures to address the blockading of wind projects by indigenous communities.

Key developments
Country-specific highlights

Hot

Russia loses momentum. After a potentially transformative 18 months that saw the 
first renewable energy auctions and set a 6.2GW 2020 target, failure to meet even the relatively 
meager target of 35MW solar capacity by the end of 2014 and disappointing interest in past 
tender rounds for wind, indicate that Russia is not destined to become the next green giant any 
time soon. Combined with the impact of low oil prices and the Ukraine conflict on its investment 
climate, for now at least, it looks like Russia might have taken its foot off the gas when it comes to 
renewable energy.

Saudi Arabia stalls again. KACARE announced in January that completion of its 
US$109b solar project, aiming to bring 41GW of capacity online by 2032, will be delayed by a 
further eight years. With prospective investors and developers already losing patience at the 
project’s painfully slow progress, despite the kingdom’s significant resource potential and 
ambitions to become a regional hub for renewable energy technology exports, this latest news 
could prompt some to abandon the market in favor of more tangible prey. 

South Africa in grid jeopardy. Despite becoming a role model for large-scale 
energy procurement, concerns about the efficacy of future tender rounds under South Africa’s 
renewable energy IPP program are increasing in the wake of significant delays to the financial 
close of Round 3 projects in 2014 and an announcement by state utility Eskom that it is scaling 
back its 10-year US$14.7b transmission development plan due to a lack of funding. Eskom has 
indicated that it cannot invest in grid connections beyond the requirements of Round 3, potentially 
putting Rounds 4 and 5 of the current program in jeopardy, as well as the additional 3.2GW 
targeted for 2016–2020.

Not
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Deal, investment and policy highlights

SunEdison spreads its wings. Having apparently taken the view that if 
it doesn’t do it, another developer will, SunEdison appears to have set its sights 
on world domination over the next five years. The solar giant plans to build 
India’s largest vertically integrated solar PV factory with Adani Enterprises at a 
cost of US$4b and develop 5GW of wind and solar capacity in both Rajasthan 
and Karnataka. It has also committed to spend almost US$2b on 1GW of solar 
capacity in Brazil with Renova Energia, is looking to develop up to 1GW of utility-
scale solar in China with JIC Capital and plans to spend around US$700m on 
350MW of capacity in Chile. The Madrid-based solar giant has also begun its first 
serious foray into the wind sector with the US$2.4b acquisition of First Wind, a 
deal that will feed 521MW of operating assets into its yieldco TerraForm, plus 
deliver a 8GW project pipeline.

E.ON splits from the pack. In a move that puts the spotlight once again 
on the future of Europe’s utility model, E.ON has announced plans to transfer 
its 50GW of fossil fuel and nuclear assets into a separate entity to be traded on 
the stock exchange from 2016, so that it can focus primarily on renewables, 
networks and customer solutions. Nailing its colors firmly to the renewables 
mast, the company also plans to increase its clean energy investments in 2015 
by €500m (US$566m), in addition to the €4.3b (US$4.9b) already planned. 
While questions have been raised on whether E.ON’s conventional energy 
spin-off entity will be sustainable given uncertainty over a future Germany 
capacity market, and how E.ON will finance its renewables build up, the move 
will doubtless still give other utilities pause for thought.

Second chances. A number of other high-profile secondary market 
deals also signal an ongoing value chain revolution in Europe. Late 2014 
saw global investment firm KKR acquire a one-third stake in Acciona’s 
renewable energy generation business, resulting in a portfolio of 2.3GW across 
14 countries and an implied enterprise value of €2.6b (US$2.9b), making it 
one of the world’s largest financial transactions in the renewable energy sector 
to date. Meanwhile, Iberdrola is reportedly looking to sell off a number of its 
European renewables assets worth an estimated €2.0b (US$2.5b), to help 
fund acquisitions as it shifts its focus to the growing US market. And, despite 
proving to be one its star assets, January saw Indian turbine supplier Suzlon 
finally sell its Germany OEM subsidiary Senvion to US-based private equity firm 
Centerbridge Partners for US$1.2b.

Trade war backfires? A January ruling by the U.S. International Trade 
Commission paved the way for a second round of steep anti-dumping and anti-
subsidy tariffs on imported mainland Chinese and Taiwanese solar products with 
effect from 1 February. However, with the ruling anticipated since mid-2014 
and supply chains adjusted, the expectation is that Chinese module makers will 
continue to supply the US market profitably, albeit at tighter margins. There is 
speculation that the latest duties will in fact do US developers more harm than 
good, now faced with the prospect of more costly equipment than anticipated 
when PPAs were signed. Further, with the solar investment tax credit (ITC) 
scheduled for reduction in 2017, developers must weigh up the cost of pressing 
ahead to meet the ITC deadline, or holding off on projects until panel prices are 
clear or a domestic manufacturing renaissance gets underway. 

Source: BNEF project database and Global trends in clean energy 
investment — Q4 2014 fact pack, BNEF, January 2015.
Values include BNEF estimates for undisclosed deals.
Asia-Pacific includes India

New clean energy investment 
worldwide, 2014
A series of large-scale offshore wind financings and a 
surge in demand for large-scale and rooftop solar helped 
total new clean energy investment reach US$310b in 
2014, a 16% increase on the previous year and just shy 
of the record high of US$318b in 2011. Investment in 
small distributed capacity, primarily rooftop solar, soared 
34% to US$74b, while new equity raised for clean energy 
companies on public markets hit a seven-year high at 
US$19b, largely due to a number of high-profile yieldco 
listings. However, ongoing policy uncertainty in 2014, 
particularly in key European markets, could mean fewer 
new investments crystalizing in 2015.
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Our index
RECAI scores and rankings at March 2015  
(see page 35 for an overview of the RECAI methodology).

RECAI
score

Technology-specific indices rankings

Rank
Previous 
ranking Market

Onshore
 wind

Offshore
wind

Solar
PV

Solar
CSP Biomass Geothermal Hydro Marine

1 (1) China 75.6 1 2 1 3 1 13 1 16
2 (2) US 73.3 2 8 2 1 2 1 3 9
3 (3) Germany 66.3 3 3 4 27* 8 8 10 27
4 (4) Japan 64.5 13 9 3 27* 3 3 4 10

5 (6) India 62.1 6 17 5 5 15 14 6 11
6 (5) Canada 59.8 4 11 12 23 13 18 5 6
7 (8) France 58.9 9 7 8 27* 9 15 15 5
8 (7) UK 58.5 8 1 10 27* 5 19 24 2

9 (9) Brazil 56.7 5 25 11 9 4 32 2 24
10 (10) Australia 56.0 18 18 7 6 20 11 25 12
11 (12) Chile 55.3 26 22 6 2 21 10 17 14
12 (11) South Korea 55.0 23 12 13 24 12 28 16 3

13 (13) Netherlands 54.0 12 5 23 27* 10 24 32 30
14 (14) Belgium 53.9 25 4 17 27* 11 21 29 31*
15 (16) South Africa 53.2 19 28 9 4 33 35* 18 19
16 (15) Italy 51.9 24 21 15 11 14 7 14 23

17 (17) Denmark 51.8 14 6 29 27* 16 35* 36 17
18 (19) Turkey 51.5 11 24 28 14 34 6 9 20
19 (18) Portugal 51.1 22 20 25 18 24 17 20 7
20 (21) Sweden 51.0 10 13 35 27* 7 26 12 13

21 (20) Thailand 50.1 31 39 14 25 17 29 35 29
22 (24) Mexico 49.9 17 30 19 19 31 9 30 21
23 (23) Taiwan 49.2 29 16 16 22 25 20 21 26
24 (22) Spain 49.1 28 26 20 10 27 34 34 15

25 (25) Austria 48.0 21 39 26 26 18 22 13 31*
26 (26) Peru 47.9 37 27 22 16 29 12 7 31*
27 (28) Morocco 47.2 27 34 21 7 38 35* 39 31*
28 (29) Poland 46.9 20 19 34 27* 19 16 23 31*

29 (27) Israel 45.8 39 37 18 8 37 35* 28 22
30 (31) Ireland 45.7 7 14 40 27* 22 33 31 1
31 (30) Norway 45.6 16 15 38 27* 28 27 8 8
32 (34) Philippines 45.4 33 29 30 21 26 5 19 4

33 (33) Greece 45.1 34 35 27 15 35 23 38 31*
34 (36) Kenya 44.8 32 33 32 17 30 4 26 28
35 (32) Romania 44.5 30 31 33 27* 32 25 27 31*
36 (37) Finland 44.3 15 10 39 27* 6 35* 33 31*

37 (35) Saudi Arabia 43.8 36 38 24 12 39 30 40 31*
38 (39) Indonesia 41.8 40 32 31 20 23 2 11 18
39 n/a Egypt 40.4 35 36 36 13 40 35* 37 31*
40 (38) Russia 40.1 38 23 37 27* 36 31 22 25

*joint ranking
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Index highlights 

India has jumped up to fifth place and ahead of Canada as a result 
of significant policy, project and investment activity at both a national 
and state level. This is driving, and being driven by, the Government’s 
ambitious targets, creating a solid project pipeline and accelerating 
demand for a domestic supply chain. A strong energy and 
environmental imperative and improving investment climate thanks 
to broader government reforms are also creating solid foundations 
for an attractive renewables market. 

The progress of France’s long-awaited Energy Transition Bill through 
the various legislative hurdles and a series of technology-specific 
tenders have helped it move up to seventh place, signaling that the 
market will soon have more certainty over the country’s long-term 
energy strategy and a healthy project pipeline (see our article 
on page 30). 

France’s rise comes at the expense of the UK, which falls to eighth 
place. Despite increasing the budget available for projects bidding in 
the first round of the CfD scheme, there is still concern that the 
funding available, particularly for future rounds, is insufficient to 
support the capacity required to meet the UK’s 2020 targets or 
achieve energy security. The offshore sector also continues to face 
project cancellations, prompting some speculation that Germany 
could overtake the UK as the top offshore market in 2015.

Chile moves up to 11th place after renewables developers took 
almost 20% of the 11TWh awarded 15-year contracts in late 2014, 
following an amendment to tender rules allowing intermittent 
suppliers to sell power in hour-long spans for the first time. Further 
changes to the auction process are expected ahead of the next 
auction in March. Chile has also approved South America’s first 
carbon tax, and continues to experience high levels of project activity, 
with almost 80 wind and solar concessions worth an estimated 
US$7b approved in late 2014.

Meanwhile, South Korea’s ambitious ETS has been scaled back, 
contributing to a fall to 12th place. While carbon trading will begin in 
2015 as planned, the Government now aims to reduce emissions by 
10% below business as usual levels by 2020 across all industries, 
down from the 30% originally planned.

Italy’s shock retroactive solar tariff cuts came into effect on 
6 November 2014, prompting more than 1,000 legal challenges. 
The sector looks set to receive yet another blow, with indications that 
2015 revisions to the FIT regime will exclude support for new solar 
projects on the basis the technology is already cost-competitive with 
conventional energy. The instability created by such significant 
changes to the support regime has contributed to another fall in the 
index, to 16th place.

Sweden’s move up to 20th place reflects the ambitions of its new 
coalition Government to reform the country’s energy policy by 
decommissioning old nuclear plants and targeting 100% renewable 
generation, particularly through increased support for offshore wind 
and biomass. 

Thailand drops to 21st place this issue, currently in limbo pending 
the release of a revised electricity generation framework and 
investment rules for the period 2015–2036, including potential 
adjustments to the generous FIT regime. The clean energy sector has 
also recently faced corruption allegations regarding solar 
development licenses, while grid connections issues have delayed half 
of all large-scale PV projects. 

Mexico continues its climb up the index to 22nd place thanks to the 
rollout of a dedicated energy transition bill reinforcing political 
support for renewables and a number of large-scale projects 
underpinning solid capacity forecasts. With the US oil and gas 
producers that were expected to migrate down into Mexico following 
recent sector liberalization now reducing investment budgets for 
2015, the country’s attractive renewables prospects will likely 
dominate the headlines.

The crystallization of Morocco’s CSP ambitions have helped move it 
up to 27th place, with January seeing contracts to build the 350MW 
second phase of the Ouarzazate power project awarded to a 
consortium led by Saudi Arabia’s ACWA, a critical milestone in helping 
Morocco achieve its 2GW solar target by 2020. The start of 
operations at the 301MW Tarfaya wind plant, the largest in Africa, 
and the tendering of 850MW of wind capacity also signal the country 
is on track to meet its 2020 2GW wind target, as well as setting a 
precedent for projects at scale. 

Poland’s renewables sector is finally receiving some policy clarity 
after 12 months in limbo, as the long-debated Renewable Energy Bill 
makes its way through parliament. It will mark the end of the green 
certificate scheme and introduce an unspecified number of 
competitive auctions annually to help investors adjust projects to 
market conditions. The shift in support regime is estimated to save 
the country almost US$2b by 2020. This legislative progress helps 
take Poland up one place to 28th position.

A looming energy crisis in the Philippines is shining the spotlight 
firmly on the country’s significant renewables potential, with high 
power prices, a relatively attractive FIT regime and liberalized 
electricity market creating solid foundations and helping raise it 
two places to 32nd. Substantial wind and geothermal spending 
commitments by First Gen, the country’s second-largest electricity 
producer, and SunEdison’s plans to develop up to 300MW of 
utility-scale solar over the next three years indicate that momentum 
is building (see our article on page 32).

With the 300MW Lake Turkana wind project finally set to begin 
construction after receiving critical funding guarantees and the 
Kenya Electricity Generation Company seeking to build two 
geothermal facilities totaling 210MW, Kenya’s rise up the index to 
34th place reflects the significant opportunities for large-scale 
investments. Kenya is also considering a switch to auctions from its 
current “first-come, first-served” FIT policy, which could enable the 
award of stable price PPAs to a wider range of projects.

Egypt has made its way back into the index (39th place) after 
falling out of the top 40 back in May 2013 (see Key developments 
on page 12).
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Global view
The public and private sectors are both committing significant sums to 
fund ambitious capacity programs and large-scale projects, while policy 
signals are becoming increasingly positive in many markets.

16

RECAI countries covered in this issue’s Global view

Non-RECAI countries covered in this issue’s Global view

North America
• In the US, the PTC for wind projects was 

renewed and applied retroactively 
through 2014, with projects that 
started construction before the end of 
the year eligible for the credit. However, 
the last-minute decision gave 
developers a limited window to react, 
potentially reducing the impact.

• The US offshore sector has received a 
further blow, with its flagship 468MW 
Cape Wind project pulling out of its land 
lease contract and losing PPAs 
representing almost 80% of proposed 
generation. A 5GW tender of wind 
tracts off Massachusetts also resulted in 
only 2GW of contract awards, and for 
lower-than-expected prices. 

• In Canada, Quebec’s 450MW wind 
auction has attracted 54 bids totaling 
6.6GW in the call for tenders launched 
in late 2014, while the Ontario Power 
Authority has published a list of the 
42 firms qualified to participate in its 
first 565MW tender for large-scale 
renewables.

• Canada can also now expand its export 
potential, with the U.S. Department of 
Energy signing off a presidential permit 
for a US$2b transmission line to carry 
primarily hydro and wind power from 
Quebec to New York City. 

• Appetite for large-scale projects in 
Mexico continues to grow, with Chinese 
developer Risen Energy unveiling plans 
to build a 300MW solar power project in 
Durango state. Meanwhile, Spain’s 
Banco Santander and Gamesa Corp. 
Tecnologica have applied for 
environmental permits for a 242MW 
wind park in Oaxaca (for policy, see our 
Key developments on page 12).

South America
• Almost 15GW of wind and biomass 

projects have been registered to 
participate in Brazil’s April 2015 
alternative energy auction. This follows 
the award of 5GW in late November 
2014 in a tender that attracted 14.2GW 
and 4.9GW of wind and solar 
applications, respectively. 

• The latest forecasts indicate Uruguay 
will be the global leader for wind energy 
as a proportion of the total energy mix, 
expected to reach 30% by 2016. State 
utility UTE intends to sell bonds to help 
finance the 140MW Pampa wind farm, 
the country’s largest to date. 

• Nicaragua is seeking US$4b of 
investment to develop almost 1GW of 
renewables capacity by 2028. 

• The Government of Trinidad has 
proposed a US$1b Caribbean Energy 
Thematic Fund for CARICOM member 
states to address regional energy 
security. 

• Panama has awarded 172MW of 
capacity in its first solar tender.

• Honduras has approved 20 solar 
projects representing 450MW of 
capacity, in addition to the 250MW 
already under construction. 

• In Argentina, China’s Power 
Construction Corp. and US-based 
Atlanta Power Corp. plan to develop 
500MW of wind projects, while 
domestic company IMPSA is planning 
a 250MW wind park.

• For Chile, see our Key developments 
on page 12.

Europe
• Germany’s cabinet has approved plans 

for a three-year pilot tender program to 
award 1.2GW of new ground-mounted 
solar capacity, as a test for more 
far-reaching technology auctions from 
2017 onward. The decree foresees 
500MW of solar being awarded this 
year. The tenders are partly to meet EC 
guidelines that are looking to phase out 
FITs, but have attracted criticism from 
the renewables industry.

• The UK has officially launched the first 
round of its CfD regime, seeing 
renewables developers compete for 
£300m (US$480m) of state subsidies. 
Meanwhile, mixed fortunes for the 
offshore sector saw a green light for the 
1.2GW Hornsea Project One wind park 
and 2.4GW of capacity across four 
projects in Scottish waters; however, the 
340MW Galloper project and 600MW 
First Flight wind park have both been 
dropped by their respective developers. 
In other marine news, UK insurer 
Prudential is to inject up to £100m 
(US$154m) into the £1.0b (US$1.5b) 
Swansea Bay Tidal power station, a 
much-needed boost for the project.

• The Netherlands is considering 
tendering North Sea offshore wind sites 
that are fully licensed and prepackaged 
with a subsidy allocation, replacing the 
current system, which tenders these 
separately.

• China-based PV manufacturer Hareon 
Solar Technology plans to develop up to 
2.5GW of solar capacity in Turkey, 
requiring investment of US$4.5b. The 
sale of state-owned assets, including 
energy infrastructure, is expected to 
dominate M&A activity in 2015. 
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• Spain’s Ministry of Industry says it will 
support the installation of around 
8.5GW of renewables capacity between 
2015 and 2020, comprising mainly 
wind power. The pledge comes as 
Spanish clean energy plants are 
requested to repay €1.2b (US$1.6b) in 
FITs paid after subsidies were formally 
ended in 2013.

•  Danish developer European Energy is 
partnering with NIBC and Boralex to 
develop a 560MW near-shore wind 
portfolio off the coast of Denmark. 

• The involvement of pension and life 
insurance fund Skandia in four wind 
projects in Sweden totaling 141MW and 
worth around US$260m represents one 
of the few direct construction phase 
investments by an institutional fund.

Europe (cont’d)

• Sweden-based Eolus Vind has received 
the green light to build the 330MW 
Oyfjellet onshore wind park in Norway 
at a cost of around US$590m. 
Meanwhile, Norway’s Parliament has 
approved a US$1.4b equity investment 
into state utility Statkraft, to support 
renewable energy projects throughout 
Europe.

• Despite the relatively slow pace of 
renewables deployment in Russia, an 
international JV including Germany’s 
SCHMID Group and Pekintas Group of 
Turkey has announced plans for a 
200MW solar cell and module 
manufacturing plant at a cost of 
US$450m (also see our Key 
developments on page 12).

• The Norwegian Ministry of Petroleum 
and Energy has granted licenses for the 
construction of two undersea power 
cables linking Norway with the UK and 
Germany to facilitate sharing of 
renewable electricity.

• For France, see our article on page 30.

Middle East  
and Africa
• South Africa’s energy regulator is 

considering proposals that could see 
homes and businesses gain credits for 
feeding surplus rooftop solar power 
back into the grid. Looking to 
large-scale solar, the 96MW Jasper PV 
plant has begun operations two months 
ahead of schedule. 

• International investment in Morocco 
continues to grow, with Swiss developer 
Terra Solar planning 400MW of capacity 
across 16 solar parks, while China’s 
Shanghai Electric will invest more than 
US$2b in solar projects over the next 
five years.

• Kenya’s Ministry of Energy has reversed 
its decision to halt construction of a 
100MW wave energy project, while the 
resolution of land disputes has put 
construction of the 61MW Kinangop 
wind farm back on track.

• Algeria has doubled its renewable 
energy target to 25GW by 2030.

• The International Finance Corporation 
has finalized a US$208m debt package 
to fund seven PV plants in Jordan, 
while the Japan Bank for International 
Cooperation and two private banks have 
signed a syndicated loan agreement 
worth US$126m to build one of the 
region’s largest PV projects.

• The Government of Nigeria is proposing 
to build 2.5GW of renewable power 
plants by the end of 2015 after 
agreeing funding from the EC, World 
Bank and the German Government. A 
consortium of US investors has also 
recently committed to invest US$5b in 
solar projects across the country.

• In the UAE, the Dubai Electricity and 
Water Authority is inviting developers 
to bid for a 100MW solar project in 
Saih al Dahal.

• The Government of Tanzania is to 
invest US$300m in its first geothermal 
plant at Lake Ngozi, with construction 
due to commence this year.

• For Egypt and Saudi Arabia, see our 
Key developments on page 12.

Asia-Pacific
• Government plans to cut the national 

renewable energy target in Australia 
were rejected by opposition parties 
during talks in November amid concern 
it will cost the country jobs and billions 
of dollars in investment, with the latter 
already falling 88% in 2014 according to 
BNEF. However, the Senate has now 
passed a new emissions reduction law. 

• In India, the floor price of solar energy 
credits has been cut to revive demand 
under the tradable certificate system as 
companies try to meet year-end 
renewable energy quotas. The 
Government has also mandated that 
rooftop solar systems be installed on all 
new thermal power projects. In state 
news, Andhra Pradesh has released 
draft rules for a 1GW solar auction, 
while Madhya Pradesh also looks set to 
invite bids for a 750MW project from 
March 2015. The state of Gujarat is also 
planning a 750MW solar project (also 
see Key developments on page 12 and 
our feature article on page 6).

• Hanwha Q Cells GmbH, the German unit 
of South Korea’s Hanwha Group, is 
planning to build an 800MW solar 
module factory in Malaysia.

• Thai developer Green Earth Power has 
signed an agreement with the Myanmar 
Government to develop a 220MW 
solar project, while US-based ACO 
Investment Group is planning two 
150MW solar plants.

• The Government of China and Chinese 
state-owned banks plan to invest around 
US$34b in energy projects in Pakistan, 
with just over half of this expected to be 
approved by 2017 and adding an 
estimated 10.4GW to the national grid.

• In Vietnam, Danish manufacturer 
Vestas Wind Systems and local firm 
Phu Cuong Group have signed a 
memorandum of understanding to build 
a 170MW wind farm.

• For China, Japan and the Philippines, 
see our articles on pages 26, 28 and 
32, respectively.
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Powering 
Africa
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With eye-watering statistics on Sub-Saharan Africa’s energy needs 
increasingly hailing it the next major frontier market for greenfield 
energy projects, and US President Barack Obama’s Power Africa 
initiative putting the word “billion” next to “Africa” in the media as 
never before, it’s little surprise that an increasing number of 
developers and investors are looking to the region with high 
expectations. 

But far from simply throwing up gas plants, wind turbines and solar 
panels to increase total power capacity and generate quick returns, 
many are now recognizing the need for a more collaborative 
approach to use energy market reform and strategic investment as 
catalysts to unlock the region’s long-term growth potential. In 
short, Africa is increasingly being viewed as a commercial market in 
its own right, rather than simply an emerging market in need of 
financial support. 

But such a shift in mindset is also necessitating a genuine 
commitment by both the public and private sector to identify and 
adapt to the region’s unique challenges and opportunities if it is to 
realize secure, affordable and clean energy supplies that meet 
long-term needs and not just short-term targets. There is little 
doubt that we’re starting to witness one of the most significant 
energy revolutions the world has ever seen. The question is, will it 
be sustainable?

Changing perceptions
Though few dispute the significant challenges to advancing the 
electrification of Sub-Saharan Africa (SSA), arguably two of the 
biggest barriers are a matter of perception. Firstly, the view 
that investing in Africa is too risky — whether because of corruption, 
Ebola, insolvency or simply reputation based on historical 
events — is often rooted in a lack of knowledge or understanding 
of the current market. While concerns over political or social 
governance are very real in some markets and need to be 
addressed as a fundamental barrier to investment, particularly 
where it undermines efforts to create creditworthy power offtakers, 
the assumption that it is pervasive across the region needs to be 
challenged. 

Secondly, there is a danger that many investors view SSA as a 
single country, instead of many markets with unique challenges and 
different operating environments. Again, this highlights a crucial 
knowledge gap that must be bridged if the opportunities in each 
market are to be fully understood. 

The International Energy Agency 
(IEA) estimates that almost one 
billion people in Sub-Saharan Africa 
will gain access to electricity by 
2040, but rapid population growth 
will still leave 530 million people in 
the region without power. So are we 
witnessing an energy revolution or a 
never-ending power battle?
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Real risks
However, the realization that SSA comprises a large number of 
unique markets also brings to the fore a variety of very real risks. 
In some countries for example, it could be as fundamental as the 
fact there’s simply not a legislative framework that permits 
bankable private sector investments through independent power 
producers (IPPs). In others, the barrier may be non-cost-reflective 
or subsidized electricity tariffs that fail to generate the required 
levels of return or fund future capital spending. In some SSA 
countries, the challenge is the lack of a credit-worthy offtaker, or at 
least clear guidance on what happens in the event of insolvency or 
financial difficulty. In others, concerns over credible foreign 
exchange protections and currency convertibility guarantees can 
deter investors. A lack of liquidity in some domestic lending markets 
more broadly is also resulting in overreliance on development banks 
and multilaterals. 

Another potential issue impacting some frontier markets is the lack 
of data or information on environmental or technical issues, 
potentially creating additional costs for new projects where there 
are insufficient existing resources to draw on in determining the 
bankability of a project (e.g., resource mapping, grid stability). An 
asymmetry of information can also make it more difficult to secure 
funding, where domestic developers and project sponsors lack an 
understanding of what’s required to structure deals to meet the risk 
appetite of new investor groups, such as European and US 
institutional funds, particularly where short debt tenors offered by 
domestic lenders create immediate refinancing risk. 

Starting the growth cycle
Can the opportunities really be worth the pain of breaking down 
these varied and often systemic risks? Arguably, the numbers speak 
for themselves. Since 2001, SSA has been home to 6 of the top 10 
fastest-growing economies in the world, and yet more than 
600 million Africans still lack access to electricity. To put this in 
context, it takes an average Ethiopian two years to consume the 
amount of electricity an average American uses in just three days. 

And yet, the knock-on impact of increased domestic electrification 
on GDP is significant, through more resilient business operations, 
job creation, advances in agriculture, communications and more 
effective health care and education. An electrified Africa not only 
benefits its own citizens, but also opens up a new market for 
international businesses and investors, with the potential to create 
a self-reinforcing cycle of economic growth that will spur yet 
further demand for energy, goods and services. 

Competing with the dragon
The promise of growth also inevitably brings international 
competition to exploit these opportunities. Though President 
Obama’s Power Africa initiative has accelerated US interest in the 
region, it also comes relatively late given the foothold many 
European and Asian firms already have in the market, China in 
particular.

In 2012, China’s trade with Africa totaled more than US$200b, 
double that of the US. However, the Chinese investment model —
often characterized by cheap funding tied to the use of Chinese 
equipment, low-price bids to secure public sector procurements and 
a more hands-off approach on how host countries manage in-bound 
investment — has made some US businesses skeptical of whether 
they can compete effectively. European and US companies tend to 
believe that, while their equipment or construction may come at a 
higher initial price than that of Chinese and other low-cost 
competitors, the result will be a longer useful life with lower 
maintenance costs. This has promoted a call for African host 
governments to look at the life-cycle cost of projects, rather than 
focus solely on the up-front cost, in order to find the most 
competitive bids. 

However, the accusation that China’s investments in Africa can 
undermine efforts to increase efficiency and transparency in public 
policy and business practices arguably also highlights a more 
collaborative and mutually beneficial business model as a 
differentiating factor for US-led investment and projects. While 
advocating “the more the merrier,” President Obama also advised 
African leaders to “make sure that if, in fact, China is putting in 
roads and bridges, number one, that they’re hiring African workers; 
number two, that the roads don’t just lead from the mine, to the 
port, to Shanghai.”

Photo courtesy Symbion Power
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Local connections
Proactively identifying and partnering with local developers and 
investors who understand the domestic market will also be a key 
access route into the region for new entrants, with many African 
companies already building transaction and project expertise 
tailored to the unique challenges of their local markets. Partnering 
with potential offtakers is also becoming increasingly popular, with 
a number of solar developers already proposing inside-the-fence 
projects for industrial power users such as mining, cement and 
brewery companies, which also are receiving government support 
given such projects reduce pressure on the grid. 

Indeed, the underdeveloped nature of Africa’s power markets is one 
of the great drivers for distributed generation in the region. 

What would you say to 
organizations that claim 
doing business in Africa is 
“too risky”?

I’d tell them that it is worth their time to 
learn more about the place. Africa is 
made up of 54 countries, each 
experiencing different challenges as they 
try to increase energy access. Without 
understanding the markets you can’t 
understand the risk. Many of the firms 
that say this are invested in other parts 
of the world that have an equal, or 
perhaps even greater risk.

What’s needed to accelerate 
the electrification of Africa and 
what’s the role for initiatives 
like Power Africa?

Power Africa has filled an important gap 
between the public and private sectors 
and it is already making a difference 
overcoming bureaucratic hurdles in 
Africa and the US. All parties must work 
together to identify the risks that need to 
be mitigated on all sides, including 
project development, project execution 
and lending risks. The US Ex-Im Bank, US 
Overseas Private Investment Corporation 
(OPIC), other financial institutions and 
credit agencies remain critical to our 
success in building and operating 
infrastructure because everyone’s still 
trying to figure out how to reduce the 
risks and satisfy the lenders.

A view from the market

Paul Hinks
CEO
Symbion Power

We also need to get megawatts onto to 
the grid faster. African countries need 
power and they need it quick. Speed of 
delivery should be viewed like a 
competition and successes should be 
recognized, if not rewarded.

Is renewable energy the answer 
for Africa?

Africa needs baseload power, and so 
conventional thermal and hydro must 
continue to be the driver of Africa’s 
generation capacity in the short term. 
But for off-grid load centers, the real 
game changer will come when solar and 
wind power can be stored affordably and 
at scale. The industry is waiting for a 
proven, efficient and reliable utility-scale 
battery to come onto the market — then 
every village can have power.

Saying that, Symbion is currently looking 
at a number of distributed generation 
projects using biomass: it provides base 
load power but is still renewable, and if 
the feedstock is grown for the plant, it 
also creates thousands of jobs.

What would you say to US or 
European businesses that say 
they simply can’t complete 
with Chinese firms on price?

Most Chinese “investments” in the power 
sector aren’t really that. They are public 
works contracts that are supported by 
China Ex-Im Bank. The Chinese just come 
to build; the African government gets a 
loan, and then pays it back with long 
tenure and very low interest. It’s only 
recently that I’ve seen Chinese private 
investment in power plants. 

It’s also a complete myth that Chinese 
companies are always lower in price. 
Sometimes they are highly priced. 
But there also is no doubt that when they 

are keen on something they can be 
extremely competitive. 

I don’t think Western firms should make 
their decisions based on what the 
Chinese are doing. They will always have 
their place in Africa, but the market 
wants us too. It is a defeatist approach to 
say, “It’s not worth it.” In this sector, it is 
possible to win against them, as Symbion 
has already proved.

Cooperating with Chinese firms should 
also be considered. I’ve worked on 
several joint venture projects with them 
in the 90s and I don’t rule out doing 
it again.

What advice would you give 
a foreign company looking 
at Africa?

Find a good local partner who knows the 
sector and the players. Use your embassy 
to assist, undertake due diligence on the 
prospective partner and obtain extensive 
references. Make the local partner a 
shareholder in a special purpose 
company and have a robust operating 
agreement. Treat them the way you 
would any partner and shareholder. If 
companies do this, and they find the right 
partner, there is little doubt in my mind 
that they will succeed. If you ask me, this 
is the key to doing business anywhere.

About Symbion Power
Symbion is a US-based IPP that builds, 
owns and operates power 
infrastructure assets across Africa. 
Symbion also undertakes EPC work, 
with experience of large-scale 
generation and T&D projects in the 
Middle East, Africa and Asia.

The lack of legacy infrastructure allows burgeoning energy 
markets to learn from the experiences of the telecoms industry, 
and leapfrog the need for large-scale and expensive centralized 
transmission networks or painful structural adjustments. 

Critically, off-grid solutions can also more easily meet the needs 
of small-hold farmers and communities in rural areas, which 
make up 60% of Africans and account for 70% of Africa’s 
poverty. Weaknesses in the existing fragmented grid systems 
also reinforce the need for more flexible solutions, with an 
average 18% of grid-based electricity generated in SSA 
(excluding South Africa) estimated to be lost in T&D.
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Innovating to adapt
Elevated electricity costs caused by a growing reliance on expensive 
imported diesel to meet rising energy demand and displace volatile 
hydropower, combined with rapidly falling technology costs, are 
making renewable energy increasingly cost-effective in the region. 
While highly subsidized electricity prices in some markets challenge 
this cost-competitiveness, anticipated reforms to tariff structures 
and subsidy schemes should increasingly enable market forces to 
determine the most efficient energy sources. 

Scalable distributed solar solutions can also deal with underlying 
investment or business issues such as payment risk, given 
individuals in the region typically lack credit histories. Innovative 
business models based on mobile-enabled “pay-as-you-go” solar 
systems have therefore emerged, while US-style solar leasing 
models are also being tailored to require some prepayment of 
future lease payments to help reduce credit risk.

While the scale of the energy deficit means governments must 
also give sufficient weight to baseload thermal generation to meet 
energy needs, the IEA still projects that almost half of the growth 
in electricity generation to 2040 will come from renewables given 
SSA’s abundant natural resources. 

Joining forces
It is also important to note that the existing energy resources of 
SSA are more than sufficient to meet its overall needs, but are 
unevenly distributed and underdeveloped. This highlights the 
potential of regional energy integration as a route to least-cost 
generation planning and a more efficient use of resources. 
However, the dominant position of some state-owned utilities and 
concerns over reliability of supply are currently acting as barriers to 
such integration and the potential for power trading. Other 
constraints are more systemic. Just 12% of total African trade is 
within the continent due to weak transport links, technical trade 
barriers, local content rules and under optimized supply chains. 
These obstacles pose challenges but also opportunities for greater 
cooperation across SSA. 

Power Africa
This emphasis on collaboration, and a commitment to identify and 
overcome roadblocks to project development and policy reform, is 
at the heart of President Obama’s innovative private sector-led 
Power Africa initiative. After only 18 months, it’s arguably too early 
to fully measure or understand the incremental megawatt and 
dollar spend impact of the initiative. However, there is little dispute 
that the program has catalyzed significant interest in SSA’s energy 
markets by international investors and is providing increasingly 
tangible practical and financial support to galvanize projects, policy 
reform and a change in mindset about the long-term opportunities 
SSA has to offer. 

To find out how EY can support your 
energy transactions in the Africa region, 
please contact:

Executive Director 
Energy Corporate Finance 

+ 44 117 981 2254 
ssmith2@uk.ey.com 

Stephen Smith

Partner, Infrastructure 
Transaction Advisory Services 

+ 254 20 2715300 
julius.ngonga@ke.ey.com

Julius Ngonga

EY Africa Managing Partner 
Transaction Advisory Services 

+ 27 11 772 3722 
sandile.hlophe@za.ey.com

Sandile Hlophe 
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Andrew Herscowitz
Coordinator, Power Africa

In supporting the increased 
electrification of SSA, what 
are PA’s immediate 
objectives?
If there are two takeaways on what we’re 
trying to achieve, the first is that everything 
is being driven out in the field — by the 
governments, private sector organizations 
and our own teams on the ground — to help 
identify what the obstacles are. The second 
is that, once they identify those obstacles, 
they can reach out to a huge toolbox of 
resources across all of our partners, to work 
out how best to overcome these obstacles. 

So it’s about alignment: the host 
government, the US Government, the World 
Bank, the AfDB, the Government of Sweden, 
our private sector partners and others, 
figuring out which of us is best positioned 
to provide the tools to help overcome the 
obstacles that we’ve all agreed are 
impacting a particular deal or country. 
This alignment is preferred rather than 
having each organization work in a vacuum 
and offer competing tools.

This is why PA concluded, for example, that 
AfDB’s African legal support facility was 
best positioned to provide legal support to 
the Ethiopian Government for its first IPP; 
that the World Bank and AfDB are 
best-placed to provide partial risk 
guarantees; and that the US Government 
has an institutional support contract that 
can tap into all kinds of technical experts. 

In an exclusive interview with Andrew Herscowitz, Coordinator of Power Africa (PA), we find out more 
about what the PA initiative is really trying to achieve and how it’s supporting stakeholders at a 
practical level out in the market. 

Andrew is the coordinator for both 
the Power Africa and Trade Africa 
initiatives. Prior to this he served as 
USAID’s mission director in Ecuador 
from 2011 to 2013, and as deputy 
mission director in Peru from 2009 
to 2011. In 2008, Andrew served 
as USAID’s supervisory regional 
legal adviser for Colombia, Ecuador 
and Peru after five years as 
regional legal adviser for the 
Caribbean.

We still talk to the other entities throughout 
the process, but it’s really all about 
coordination at a very specific level — both 
the deal and country level — to make sure 
that we’re all rowing in the same direction.

So is PA’s work primarily 
transaction focused?
Exactly. The idea is to look at a deal and 
figure out what are the obstacles to that 
deal and what can we do to overcome them. 
PA is really flipping the development model 
around. Rather than bringing in an expert 
who comes in, looks at a sector and says 
this is what we think is needed to drive 
private sector investment, instead we’re 
sitting down with the private sector and 
asking, “What is it that’s needed to move 
your deal forward?” There’s also the 
expectation that whatever one particular 
developer is facing, other developers will 
likely be facing as well. 

We met our private sector partners in 
Washington in late January 2015 and this 
is exactly the question we asked them as we 
go through our expansion. When I talk to 
our 90+ private sector partners, I want to 
know, what are the one or two critical 
impediments that are really preventing this 
deal from moving forward? 

So for example, maybe they just can’t get 
through a particular ministry or those 
stakeholders lack the necessary experience 
and the deal’s just completely stalled. Then 
we want to know, what are the important 
impediments? The ones that might not 
necessarily kill the deal but need 
addressing; for example, the lack of 
cost-reflective tariffs. And then what are 
the “would be nice” challenges to deal with? 
Then we try to figure out how we blast 
through those critical impediments, 
prioritizing what we need to do to move the 
deal forward right away, but then over time 
also trying to focus on the bigger picture 
issues as well. 

So yes, our work is primarily transaction led, 
but at the same time, the obstacle is often 
something that’s also relevant at the market 
level. So for example, in Tanzania, one of 
the issues with a particular project was that 
the standard PPA for renewable energy 
projects was for 15 years, but in order to 
get financing it needed at least a 20-year 
PPA. So numerous parties got together and 
worked with the Government of Tanzania to 

Power Africa: an overview 
Launched by US President Barack Obama 
in June 2013 and hailed as a paradigm 
shift from “aid to trade,” the PA initiative 
aims to double energy access across SSA.

The original target of 10GW of additional 
generating capacity was increased to 30GW 
during the US-Africa Leaders Summit in 
August 2014, citing PA’s significant 
progress made in its first year. The program 
was also expanded beyond the original 
six focus countries of Ethiopia, Ghana, 
Kenya, Liberia, Nigeria and Tanzania to 
now include all of SSA.

The US Government has committed more 
than US$7b to the initiative and leveraged 
more than US$20b of private sector 
investment and project commitments from 
more than 90 private sector partners. 
Coordinated by the U.S. Agency for 
International Development (USAID), it 
utilizes the resources of 12 US Government 
agencies, as well as those of its increasing 
number of international partners. In 
addition, the African Development Bank 
(AfDB), the World Bank and the 
Government of Sweden have committed a 
total of US$9b in funding for PA. 

In addition to capital, PA is providing critical 
advisory and collaboration services via its 
on-the-ground transaction advisors, 
engaging in policy reform efforts, helping 
to identify roadblocks, coordinating 
information flows among different 
stakeholders and galvanizing the required 
support from the appropriate US agencies 
or other partners.
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try to extend the tenor of the standard PPA. 
In successfully extending it up to 25 years, 
that triggered the reform necessary for that 
particular transaction, but will now also 
benefit other deals. Similarly, in Kenya, with 
so many large-scale projects coming online, 
concerns were voiced over whether the 
country’s grid could cope with the 
intermittency. So, PA undertook a grid 
management support program to look at 
this issue, resulting in a sector-wide study 
and analysis that will benefit numerous 
transactions.

Is the majority of your work 
developer-led?
Often, but not always. A number of 
developers in Senegal liked what we did on 
the grid management support program in 
Kenya and have asked if we can do 
something similar in Senegal, which is also 
developing several new renewables projects. 
So I’ll be travelling to Senegal soon to meet 
with officials to find out if this is something 
they actually want, since it’s also important 
that we’re not doing anything that the 
Government itself doesn’t want or feels is 
not going to be useful. 

In Kenya though, which often involves 
projects that have been in the works for 
quite some time, you get new investors 
coming in and saying, “OK, this looks like an 
interesting deal but we’re not sure that the 
numbers are going to work.” Obviously they 
don’t want to go ahead and invest millions 
of dollars in a project that may not work 
from a technical standpoint. So then PA 
comes in to help provide comfort to the 
investors, whether on technical issues, the 
numbers, government support, grid issues, 
etc. So often the assistance is being driven 
by the need for investors to feel that they’re 
able to understand and mitigate as many 
risks as possible before they make the 
investment. 

It’s also important to remember that PA has 
transaction advisors (TAs) on the ground in 
many of the countries. While the majority 
deal with projects or transactions, in some 
cases the TAs are embedded within the 
ministries themselves and are therefore 
sometimes providing governments with 
demand-side procurement or policy support. 
In PA’s initial focus countries, I would say 

that most of the governments have a pretty 
clear vision as to what they want their 
power sector to look like over the next 
decade or so, and our goal is to figure out 
how we can best support that vision. But in 
other countries I suspect, especially as they 
move forward toward expansion, they’ll be 
looking more for guidance from us to help 
them develop their energy master plans.

To what extent are you 
focused on project 
origination versus 
accelerating existing 
project pipelines?
With PA, it’s important to recognize that we 
didn’t just come in and say alright we’re 
here and we’re suddenly going to come up 
with 30GW of greenfield projects from 
scratch. Anybody who knows anything 
about the industry knows that a greenfield 
project, depending on what it is, can require 
at least two years before you can actually 
commission it, or closer to 5 to 10 years if 
it’s a large gas or hydro project. So we 
started PA with a list of priority projects, 
90% or more of which had already been in 
the works for a long time, with our goal 
being to make sure that these projects did 
not fall offline. 

Lake Turkana is a good example. The grid 
management support program was one of 
the things that helped move it closer to 
financial close, given that intermittency 
concerns had become a critical issue. 
USAID supported revising the national grid 
code to support the absorption of this 
renewable generation, and then OPIC 
provided a US$250m guarantee to Lake 
Turkana. Both were pivotal in reaching 
financial close in December 2014, despite 
the fact it had been in the works for eight 
years already.

The Corbetti geothermal 
project in Ethiopia is widely 
hailed as a PA success 
story given your extensive 
involvement to date. Can 
you elaborate on exactly 
how PA has supported this 
project and the outcomes?
Corbetti was really at risk of going from 
being a great idea to completely falling 
apart, and so PA got involved from almost 
every angle. There’s never been an IPP in 
Ethiopia before, so for PA the real focus has 
been trying to support the Ethiopian 
Government in negotiating a PPA for this 
precedent IPP. Excitingly, it will also be the 
largest geothermal project in East Africa. 

One of the key things that PA has done is to 
facilitate the hiring of top-quality 
international counsel to represent the 
Government of Ethiopia in the negotiation 
of this PPA, via our partnership with the 
AfDB and the support of its legal facility, 
ASLF. So that when this project hopefully 
moves forward, there won’t be any question 
that the Government wasn’t represented by 
the best counsel possible and that it was a 
fairly negotiated project. But it was also 
important for us to keep distance between 
PA and the Government, which is why we 
did it through the AfDB: while we provide 
funding and other support, we also need to 
maintain independence in the deal as well.

Corbetti was really 
at risk of going from 
being a great idea 
to completely falling 
apart.
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The other critical role for PA is through 
our TA, who has really been viewed as the 
linchpin in this deal. He’s an Ethiopian 
American with more than 20 years’ 
experience in the energy sector, who 
decided that he wanted to go back and 
really make a difference in his home country. 
He’s at the table providing objective and 
neutral advice to all the parties as to what 
they need to do to make this deal happen. 
So if issues come up in the PPA negotiation, 
how to deal with forex issues or guarantee 
issues, how to make sure that the 
developers are going to get paid, etc., he’s 
able to reach back to our huge pool of 
experts and provide advice as to what’s 
going on in the rest of the continent. So, the 
Ethiopians can compare notes and say OK, 
this is what Nigeria does, this is what 
Tanzania does, and then develop the 
Ethiopian vision of how it wants to see IPPs 
move forward. 

The reason this is so important is that East 
Africa has the potential for 15GW-20GW of 
clean geothermal power, with some of the 
highest-quality geothermal resources in the 

world. But very little has been exploited — 
less than 500MW to date. Corbetti has the 
promise of up to 500MW of resource over 
time, though I believe the PPA that they’re 
hoping to sign will give them the rights to a 
total of 1,000MW of geothermal power in 
Ethiopia, going beyond the Corbetti field 
itself. So if they’re successful here, it’s going 
to set a precedent because Ethiopia is 
viewed as the newest frontier market by 
many investors. If they see it work there 
then I think all eyes will be on how they 
can make it work elsewhere. This deal has 
real potential to transform the industry in 
East Africa.

PA has received a 
significant volume of 
private sector capital 
commitments, but how 
confident are you that 
these will actually be 
realized?
The commitments are very real. We do a 
certain level of due diligence on each 
company and ask them to lay out how 
they’re going to meet their commitments. 
Obviously you’re not going to get the 
detailed specifics if, for example, you’re 
talking about a big bank and they’re 
agreeing to make a certain amount of 
money available, and in some cases 
billions of dollars. But we do go through a 
screening process before these 
commitments are made.

We’re seeing the banks and private equity 
funds tripping over themselves to try and 
get in on these kinds of investments, 
because they realize they offer really strong 
rates of return. So we’re sitting down with 
them and going over their deal lists. It might 
be the case that of the 20 projects on that 
list, PA only plays a role in three of them, 
and that’s OK. We want to figure out what 
we can do to make sure these three projects 
can move forward, but if they’re fine 
working on the other projects without our 
assistance, that’s great — the end goal is for 
us to not be involved at all.

But the support we’re offering is also 
helping to create an incredible amount of 
interest in investment in the sector. 
However, one of the things we constantly 

tell international investors is that no one is 
waiting around for their investments. 
There’s plenty of money on the African 
continent and there are plenty of players. 
If they want to get involved in the sector, 
they have to have a presence there and 
they need to be able to roll up their sleeves 
and work on the ground. That message is 
coming through more and more, with an 
increasing number of companies opening 
up offices on the continent and getting 
involved in deals that they haven’t been 
involved with before. And importantly, 
there’s a lot more exploration in terms of 
trying to understand the market. 

 Ethiopia is viewed as 
the newest frontier 
market by many. If 
they see it work there, 
all eyes will be on 
making it work 
elsewhere.

One of the things we 
constantly tell 
international investors 
is that no one is 
waiting around for 
their investments.

24



25

Host governments will 
need to deliver the 
often-difficult reforms 
necessary to attract 
investors.

PA is a US-sponsored 
initiative — does that mean 
you are only supporting US 
businesses and investors?
No, we want to make it very clear that we 
talk to companies all over the world. The 
Government of Sweden made a US$1b 
commitment, the World Bank has its US$5b 
commitment, the AfDB pledged over US$3b 
to support the initiative, and we continue to 
look for other partners to align with. So if a 
Swedish company comes to talk to me, for 
example, there’s no requirement that 
there’s any US nexus to access financing or 
tools. They can access tools or resources 
through our many partners, even including 
USAID, which does not in fact have a US 
nexus requirement. So this is one of the 
great things about PA — we’re putting all of 
these tools under one roof and we can 
design solutions that are deal-specific and 
targeted to particular companies and 
developers. 

A perfect example was when I sat down 
recently with one company that wanted to 
create a financing facility for selling 

distributed generation equipment. So I 
asked them where they are sourcing 
equipment and they responded that some 
might be from the US, some from France, 
and possibly some from China. Knowing 
this, I knew we could look at arranging a 
guarantee facility that might be partially 
financed through US Ex-Im Bank for the 
portion that you’re sourcing from the US. 
And then we could look to our other 
partners, or possibly USAID, to help provide 
a guarantee for the equipment that’s 
sourced from elsewhere. In short, we have 
this incredible toolbox and we all talk to one 
another on a regular basis, simply trying to 
work together to figure out how to move 
deals forward.

Eighteen months on, what’s 
your view of the PA model?
I think this is the new model of how 
development should work. Let me make it 
very clear that these solutions need to be 
driven by the private sector and we need to 
better define what the role is of 
development institutions and host 
governments. So, look at the many risks 
associated with power projects and figure 
out how best to reallocate those risks. PA’s 
model is to let the private sector drive 
development and this is why we have 
US$20b in private sector commitment. 
Although the US Government has 
committed US$7b of funds to PA, what host 
governments seem to really get is that it’s 
not in their interest for us to simply cut 
them a check to build out the infrastructure, 
because that just distorts the market. If 
donor funds are pouring into a country to 
build infrastructure, it often scares off the 
private sector investment and they’ll just 
look for other markets. So what we need to 
do is work together to make sure that the 
private sector views investment in that 
particular country as a long-term 
sustainable investment that’s going to 
produce good rates of return. 

Although the PA model is to let the private 
sector do the work, we have to constantly 
learn and figure out what it is that PA can 
do to bridge the market imperfections — the 
things that we really shouldn’t be asking the 
host government or the private sector to do. 
There are certain costs that are associated 
with investments in frontier markets, for 
example, that don’t exist in other markets, 

and those are the costs that often add to 
the price of the deal. So if we can bring this 
down a little bit by helping overcome some 
of those early-stage one-time risks, then 
we’ve been successful. If you do wind 
mapping once for a particular project, then 
all the other projects will benefit from that 
in the future. Similarly, if we help extend the 
PPA tenor for a specific project or 
undertake a grid code management 
program in one country — it will likely have a 
more far-reaching impact for other projects. 
What we view as the PA model is about 
bridging those market imperfections and 
closing that gap, so that we can walk away 
and the private sector and host 
governments can work together directly.

What’s your advice to 
public or private sector 
players looking at the SSA 
market?
From our view, investment in the 
electrification of SSA is already happening 
on the continent, and it has to happen. 
But the private sector needs to have a 
presence there — there are lots of 
opportunities to be seized but no one’s 
waiting around for your investments. 

Meanwhile, the key takeaway for the 
partner governments is that, just as they 
are trying to show investors that Africa is 
not one country, they need to recognize 
that this in turn creates an incredible 
amount of competition for international 
investment. But in order to secure this, 
they will need to deliver the often-difficult 
reforms necessary to attract investors. 
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Alan Beebe 
alan.beebe@cn.ey.com

 • A record US$90b of new clean energy 
investment in 2014, a 23% increase on the 
prior year, indicates China’s renewable energy 
sector remains attractive.

 • Forecasts indicate additional wind capacity of 
up to 25GW in 2015, boosted by news that the 
pending FIT reductions will be delayed until 
2016 and reduced in scale.

 • The Government is aiming to install 10GW of 
offshore capacity by the end of 2020, though 
progress remains relatively limited.

 • A 15GW solar target for 2015 includes 7GW of 
off-grid capacity, plus a series of measures to 
boost distributed generation.

 • China has confirmed a national ETS will be 
rolled out in 2016 and expanded in 2019.

While much has been made of China just missing its 2014 
solar capacity target (13GW against a 14GW target), a 
23% increase in new clean energy investment over the 
prior year to a record US$90b, including an uptick of 
more than 20% in both wind and solar asset finance, 
suggests the Chinese renewables market is far from 
losing momentum.

Wind on top. After adding around 19GW of wind 
capacity in 2014, taking total cumulative installations 
to 96GW, China remains the world’s largest wind market. 
Forecasts indicate 2015 will surpass this, with potential 
for 22GW to 25GW of additional capacity and high-profile 
international players such as Vestas revisiting the 
Chinese market as government policy increasingly shifts 
toward a project life cycle cost instead of low up-front 
cost alone. While it is likely foreign turbine suppliers and 
project developers will remain a relatively small 
proportion of the Chinese wind market, given the 
stronghold of domestic companies, there are still 
opportunities for new entrants, particularly 
components suppliers.

FIT back track. Deployment levels in 2015 will also 
inevitably be driven by recent announcements relating 
to onshore wind FIT reductions. Many developers had 
begun rushing to complete projects ahead of tariff 
reductions proposed in September 2014 and due to take 
effect 1 July 2015. While cuts had been expected, given 
rates have remained unchanged since FITs were 
introduced in 2009, the reductions announced last year 
were still more severe than expected. In response to 
industry feedback, concerns around curtailment and a 
desire to avoid quality issues from rushing developers, 
China’s National Development and Reform Commission 
therefore confirmed in mid-January that it will delay tariff 
reductions until 2016 and scale back the severity of the 
cuts to around 4%, while leaving the rate for low wind 
speed areas unchanged.

Country 
focus

China
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Growing concerns over air 
pollution and a need to balance 
T&D investment is prompting 
measures to boost distributed 
solar generation.

Offshore lifeline. China is also continuing to 
resuscitate its offshore wind ambitions, although late 
2014 did see it scale back its target to 10GW by 2020 
down from the previous 30GW. Although arguably far 
more realistic and certainly achievable given China’s 
strong natural resource and a track record of accelerated 
deployment, it still represents a challenge, with the 
National Energy Administration (NEA) reportedly only 
having nine projects approved totaling 1.75GW, in 
addition to the 650MW already installed. Although the 
NEA set a benchmark tariff for offshore projects at 
CYN850/MWh (US$140) for projects operating before 
2017, there is still skepticism over the achievability of 
this 10GW target given the setbacks faced by the sector 
in recent years.

Solar priorities. The solar sector, meanwhile, 
is far from stalled, with 2014 another historic year for 
PV installations. While the estimated 13GW of additional 
capacity fell slightly short of the 14GW target, this is 
partly due to the Government increasingly prioritizing 
difficult to finance distributed solar generation over 
utility-scale projects. Growing concerns over smog and a 
desire to balance T&D investment has prompted a series 
of targeted policies to help China add 7GW from 
distributed solar plants in 2015, alongside an additional 
8GW from centralized grid-connected plants, according to 
a draft NEA plan.

Off the grid. The NEA classifies systems below 20MW 
as “distributed generation” and has called on local 
authorities to identify projects suitable for direct power 
supply to nearby customers, streamline planning 
processes and promote rooftop solar on public 
infrastructure such as railway stations and airport 
terminals. Cities such as Shanghai and pilot locations for 
renewable energy designated by central authorities are 
leading the way. It is also encouraging lenders to offer 
reduced loan rates for small-scale solar projects, but with 
limited success to date. The NEA has set the FIT for 
distributed generation at the same level as utility-scale 
projects, currently CYN900-CYN1,000/MWh 
(US$140-US$160) depending on location, while some 
provincial governments have also announced additional 
subsidies for off-grid projects. 

Market forces. Unlike prior years, the NEA will not 
be applying a quota system to allocate the 15GW solar 
target for 2015 across the individual provinces (which 
has previously effectively acted as a cap on capacity 

eligible for national subsidies). Instead it is looking to 
allow market forces to play a greater role in determining 
deployment, with delays at a local level partly blamed 
for slower than anticipated capacity build-out in 2014. 
The FIT for ground-mounted projects, which was due to 
be reduced at the end of 2014, also appears to have 
been temporarily extended into 2015 to boost 
installations. 

Setbacks. However, Chinese solar projects, and 
distributed installations in particular, continue to face 
challenges. Financing projects remains difficult, subsidy 
payments to developers are often subject to delays, 
and a lack of creditworthiness among some end-users 
is impacting project bankability. There is growing 
recognition innovative financing and business models 
are needed to catalyze market demand for solar. 

Making commitments. Despite the challenges, 
interest in China’s solar market remains high. A raft of 
announcements by US-based SunEdison could see it 
jointly develop up to 1.7GW of capacity with Chinese 
wafer developer Huantai by 2018, partner with JIC 
Capital to develop roughly 1GW of capacity with 
non-recourse debt financing, and invest up to US$2b in 
a polysilicon plant. Meanwhile, California’s BrightSource 
Energy and Shanghai Electric Group plan to construct 
two 135MW CSP projects in Qinghai province.

There is also domestic appetite, with Hareon Solar 
Technology to invest around CNY7.2b (US$1.2b) in 
900MW of solar projects and GCL New Energy planning 
7.5GW of new PV capacity, both over the next three 
years. In a surprise announcement, Evergrande Group, 
a Chinese company specializing in real estate, dairy and 
sports, plans to invest CNY90b (US$14.7b) to build 
9.2GW of PV projects — perhaps overly ambitious but 
signaling strong investor interest in solar nonetheless.

Carbon spotlight. The apparent success of the 
seven ETS pilot schemes currently underway has 
prompted confirmation that the initial phase of a national 
ETS program is on schedule to launch in mid-2016, 
with significant expansion from 2019. China’s pledge 
to increase energy from zero-emission sources to 20% 
by 2030 as part of a historical climate pact with the US 
in late 2014, will also likely keep the spotlight on the 
clean energy ambitions of the world’s largest contributor 
of emissions, as the much-anticipated COP21 climate 
talks in Paris approach in December 2015.

Rankings snapshot Issue 43 Issue 42

Total RECAI 1 1

Onshore wind 1 1

Offshore wind 2 2

Solar PV 1 1

Solar CSP 3 4

Biomass 1 1

Geothermal 13 12

Hydro 1 1

Marine 16 19
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On hold. The suspension of grid approvals for new solar 
projects by five of the country’s major utilities in late 
2014 has triggered a series of measures to reform the 
country’s FIT regime and grid access control. Utilities 
have been overwhelmed by the number of applications, 
with more than 72GW of renewables capacity approved 
since the attractive tariffs were introduced in 2012, yet 
with many projects yet to start generating power. 

Taking control. In response, the Japanese Ministry of 
Economy, Trade and Industry has expanded curtailment 
rules to give utilities greater control. For example, they 
will be able to strip a renewable energy provider of grid 
access if they miss the start date or fail to pay for access 
within a month of signing a contract. Utilities will now be 
allowed to stop or reduce any renewable electricity intake 
without compensation for up to 30 days per year if 
supply surpasses demand, a rule previously only applied 
to projects above 500kW. Further, the maximum period 
for this no compensation clause will be calculated hourly 
instead of daily to better reflect supply and demand. 
Developers must also install remote control systems so 
they can adjust output throughout the day.

Meanwhile, changes to FIT eligibility rules include a 
requirement for developers to lock in grid-connection 
contracts up front rather than simply apply for 
connection, and restricted ability to change the 
components used during construction of solar 
installations once the project has been approved.

Falling FITs. Such measures are in addition to a review 
of the FIT rates themselves, currently underway and likely 
to take effect 1 April 2015. The solar tariff has been 
reduced annually since the program was launched, and 
BNEF estimates the rate could drop by as much as 18% to 
reflect falling operating and maintenance costs.

Local office contacts:

Kunihiko Taniyama 
kunihiko.taniyama@jp.ey.com

Kenji Sawami 
sawami-knj@shinnihon.or.jp

Highlights

 • The suspension of grid approvals by Japan’s 
utilities has prompted reforms targeting grid 
access and the FIT regime.

 • In addition, the current review of renewable 
energy subsidies is likely to result in a 
reduction in the FIT for solar projects.

 • The re-election of a pro-nuclear Prime Minister 
combined with over US$30b of additional fuel 
costs in FY13 increases the likelihood of a 
pushback toward nuclear.

 • Land restrictions for large-scale solar are 
boosting interest in offshore wind projects and 
innovations in land use.

 • Financial close of Japan’s largest solar project 
is indicating greater willingness to provide 
long-term non-resource financing.

Country 
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Long-term view. Under current legislation, the 
Government is required to review the system at least 
every three years and overhaul it by March 2021, 
prompting speculation that the review committee will 
also be discussing how to end or phase out FIT subsidies. 
However, while stricter curtailment rules and growing 
uncertainty around the FIT regime could dampen investor 
confidence slightly in the short term, a period of 
rationalization and weeding out unviable projects is 
inevitably required to strengthen the sector and stabilize 
supply. Overly severe tariff reductions may also be 
unlikely given the knock-on impact on the Japanese solar 
equipment and manufacturing sector, already struggling 
to compete with China. Further, the new rules will not be 
applied retrospectively, and non-solar FITs are expected 
to remain unchanged.

Getting creative. That said, the inherent limitations 
on land availability given Japan’s population density 
and mountainous terrain reduce the potential for further 
large-scale solar arrays, prompting a focus on rooftops 
and contaminated land use. A recent government study 
found that landfill sites could host around 7.4GW of 
solar capacity, with higher subsidies for such projects 
currently under consideration. Floating solar is also 
beginning to make waves, with construction of the first 
2.9MW facility — the largest in the world — having 
commenced in September 2014. According to the 
project’s backers, solar manufacturer Kyocera and 
property giant Century Tokyo Leasing, the technology 
has the potential to develop into a 38.8GW sector 
in Japan alone.

Offshore momentum. Land limitations are also 
continuing to drive interest in Japan’s offshore wind 
sector, especially after a higher FIT was introduced in 
2014. An estimated 900MW of fixed-foundation offshore 
capacity is now under development at 11 locations. 
The anticipated start of construction on SoftBank’s 
100MW wind farm at Kashima — the country’s first 
commercial-scale offshore project — and the recent 
announcement that a consortium led by Hitachi Zosen 
Corp. will invest around ¥100b (US$850m) in a 220MW 
wind farm off the northwest coast, should also help build 
momentum. However, severe winter conditions and 
further testing have once again postponed installation 
of the first 7MW Mitsubishi SeaAngel floating platform 
turbine, part of the 1GW Fukushima project.

Regulatory hurdles. Despite significant potential, 
Japan’s wind sector is being marred by the lengthy 
environmental impact assessment (EIA) process and 
strict technical specifications, including typhoon and 
lightning protection that goes beyond international 
standards. According to the Japanese Wind Power 
Association, only 150MW of onshore wind was installed 
in 2014, while 88 projects totaling almost 6.2GW were 
caught up in the EIA process as of October last year. 

Setting the agenda. The re-election of Prime 
Minister Shinzo Abe after a snap election in December 
2014 also creates some uncertainty over Japan’s energy 
strategy more broadly. With Abe an advocate of nuclear 
power as long as its safety can be assured, and the 
Government estimating that regional power companies 
paid ¥3.6t (US$30.5b) more in fuel costs in FY2013 
compared with 2010 due to reliance on expensive LNG 
imports, it is becoming increasingly likely that there will 
be a renewed push to restart Japan’s idled nuclear 
reactors, despite public opinion. 

At the same time, the Government’s renewables policy 
remains somewhat vague, with a national energy plan 
released in 2014 failing to set specific technology targets 
and simply indicating that it would try to exceed a 
previous target of 20% renewable energy (including 
hydro) by 2020. It also remains to be seen whether the 
Prime Minister can accelerate the much-awaited 
liberalization of the energy sector in the face of political 
opposition within his own party.

Non-recourse. Notwithstanding this underlying 
uncertainty, it seems the financing community is 
becoming increasingly comfortable with Japan’s 
renewables expansion. Financial close on the 221MW 
Setouchi Kirei facility in late 2014, Japan’s largest solar 
project to date, saw the commitment of US$870m by a 
syndicate of around 30 small regional Japanese funders 
led by three large domestic banks. The deal indicates a 
growing willingness by Japanese funders to lend on a 
non-recourse basis to foreign developers, previously a 
key barrier to accessing the Japanese renewables 
market. With Goldman Sachs also reportedly helping 
Japanese solar companies by arranging low-priced 
A-rated bonds, the opening up of different funding 
solutions could support a wider range of renewables 
projects in the country.

Floating solar has the potential 
to develop into a 38.8GW sector 
in Japan alone.

Rankings snapshot Issue 43 Issue 42

Total RECAI 4 4

Onshore wind 13 10

Offshore wind 9 9

Solar PV 3 3

Solar CSP 27* 27*

Biomass 3 2

Geothermal 3 3

Hydro 4 4

Marine 10 12
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Make or break. As France prepares to host dignitaries 
from around the world for the much-anticipated COP21 
global climate talks in Paris this coming December, there 
is widespread expectation that the outcome of this 
summit will define global climate change efforts for the 
decades to come. Understandably, France does not want 
to be in the headlines as anything other than a full and 
willing participant in these efforts, refocusing the 
spotlight on the long-debated, long-negotiated and 
arguably long-overdue overhaul of its energy strategy, 
and particularly those clauses pertaining to the country’s 
low-carbon agenda.

Crunching the numbers. Awash with figures, the 
bill is one of the most advanced pieces of legislation 
currently being debated in Europe. Greenhouse gas 
emissions are to be cut by 40% by 2030 (compared to 
1990 levels); renewable energy will represent 32% of 
total energy consumption by 2030; and consumption 
itself is to be halved by 2050 relative to a 2012 baseline. 
The bill also pledges to reduce the proportion of nuclear 
to no more than 50% of total capacity, down from the 
current 75%, with the Government also proposing an 
absolute cap of 63.2GW.

Unsurprisingly, the breadth and depth of the bill has not 
been without controversy, prompting more than 2,000 
proposed amendments to the drafting before being 
adopted by the National Assembly in October 2014. It is 
now subject to amendments by the Senate, such as a 
proposed increase in the nuclear cap to 65.9GW and the 
removal of a fixed timeframe for reducing the proportion 
of nuclear. Therefore, compromises may be required on 
some of the bill’s provisions as it continues to be debated 
through Q1 2015. 

Bye-bye, nuclear. For a country long-reliant on 
nuclear energy, perhaps the biggest challenge, and 
potential achievement, of the bill is to reduce nuclear 
capacity to 50% by 2025 (as currently drafted). The 
Government has charged power producers holding 
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Highlights

 • France’s much-awaited energy transition bill is 
progressing through the legislative process, 
with additional details emerging on its 
ambitious clean energy agenda.

 • The Government is targeting 32% of total 
energy consumption from renewable sources 
by 2030. 

 • For now, nuclear power is to be subject to an 
absolute capacity cap of 63.2GW, representing 
no more than 50% of total capacity by 2025, 
though the strategy to achieve this remains 
unclear. 

 • The tender of 400MW of solar PV capacity in 
late 2014 and a third offshore wind auction in 
2015 signal increasing momentum for France’s 
renewables sector.

France
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more than a third of market share to submit a strategy 
for achieving this objective, with progress subject to 
annual review. 

Yet with state utility EDF in fact the only company 
exceeding this market share threshold, it effectively takes 
sole responsibility for this somewhat daunting challenge. 
The utility had put forward a proposal to increase retail 
power prices by 5% to cover some of the transition costs; 
however, Energy Minister Ségolène Royal has already 
vetoed this option last August. With many analysts 
considering current tariffs too low to cover these costs, 
EDF has already suffered a loss of as much as 10% of its 
market capital. 

Atomic U-turn? An apparent shift in policy in 
January 2015, may further complicate the country’s 
nuclear strategy, with Minister Royal openly approving 
the building of new generation of nuclear reactors to 
replace the country’s ageing plants. The Government is 
also considering for the first time extending reactor 
lifespan assumptions to 50 or 60 years, since half of the 
country’s reactors are expected to reach their designed 
40-year age limit in the 2020s and EDF facing a €55b 
(US$65b) upgrade of the existing 58 plants by 2025.

Renewables momentum. Notwithstanding the 
uncertainty over France’s atomic energy future, there is 
little dispute that the Government is committed to 
ramping up renewable energy deployment. The proposed 
target of 32% of total energy consumption from 
renewables by 2030 is 5% higher than the recently 
approved EU-wide 27% 2030 target and includes a 
specific electricity target of 40% from renewables by 
2030, more than double the current proportion.

These targets, and the installation of around 1GW of 
wind capacity in 2014, the highest level in more than 
four years, are encouraging evidence that the market is 
regaining momentum after several years of legislative 
complexity and legal challenges around the wind FIT. 

Follow the money. One of the key proposals of the 
bill is a transition away from fixed tariffs to a market price 
plus premium (FIP) for most new renewable energy 
projects in order to reduce the burden on the public purse 
and fall in line with EU state aid guidelines. Installations 
that benefit from a FIT-based PPA will not be entitled to 
the FIP. The Government is expected to set out soon 
additional details on the new FIP scheme, due to come 

Any savings generated from the 
recent fall in oil prices should be 
allocated to support renewable 
and energy efficiency projects.
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into force by 1st January 2016 at the latest, after which 
time only small projects and less established technologies 
(such as tidal and offshore wind) may be eligible for FITs. 
The implementation orders are expected in mid-2015. 

Simplification. The text also proposes a significant 
reduction in red tape for onshore wind and biogas 
projects by streamlining the authorization process and 
extending to all regions the three-year trial of the 
single-permit system that is already being trialed in 
several regions. Pursuant to a 2014 order, the ability to 
challenge these single permits in court once granted is 
reduced from six to two months. 

Auction fever. The bill also proposes that, from 2017, 
preferential rates will only be granted through a 
competitive and transparent bidding process, with the 
exception of some small-scale installations. In the 
meantime, however, the Government is continuing to use 
competitive tendering to spur renewables deployment, 
confirming that a third offshore wind tender will be 
launched in 2015. Although the capacity is yet to be 
determined, the government has revealed the tenders 
will use “competitive dialogue” rather than a criteria-
based approach. Alongside the tender, the Government 
will also call for expressions of interest in a €150 million 
(US$187m) pilot floating turbine project in June 2015. 

Solar goes large. Late 2014 also saw the tendering 
of 400MW of solar PV capacity for large-scale projects 
above 250kW, split between ground-mounted projects 
(200MW), rooftop (150MW) and carports and covered 
parking spaces (50MW). The sector was further boosted 
by news that French solar developer Neoen broke ground 
in December 2014 on its US$450m 300MW solar plant, 
expected to be the largest in Europe when operational in 
October 2015.

Clearing the path. Finally, in sending a clear, if not 
topical, signal of their support for low-carbon generation, 
both President François Hollande and Energy Minister 
Royal have announced that any savings generated from 
the recent fall in oil prices should be allocated to support 
renewable and energy efficiency projects. 

The road to Paris does indeed seem to be getting clearer 
for the French renewables industry.
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The fundamentals. With a population of almost 
100 million people, annual economic growth averaging 
7% and a heavy reliance on expensive fossil fuel imports, 
the Philippines joins a growing list of markets where the 
case for renewable energy is based on the fundamentals 
of security, affordability and demand. 

In the black. Already having experienced frequent 
blackouts, the country is anticipating a major power 
shortage this year, prompting President Benigno Aquino 
to request emergency powers in September 2014 to 
build new plants to stave off the energy crisis. Since 
2001, the Government has been prohibited from building 
new capacity to avoid distorting an otherwise liberalized 
energy sector. However, a 16% increase in generating 
capacity build-out by the private sector in the 10 years 
to 2012 has failed to keep pace with a 50% rise in 
consumption over the same period. Despite this, 
Congress refused the President’s request, insisting the 
onus remains on the private sector to address the 
pending shortfall.

Stormy times. The energy sector’s struggles have 
been exacerbated by a major typhoon in 2013, causing 
extensive damage to the T&D infrastructure and forcing 
utilities to focus efforts on recovery work costing more 
than US$2.4b, rather than on new capacity build-out. 
This supply and demand imbalance, and the 
Government’s refusal to subsidize power, has resulted in 
electricity prices being among the highest in the world, 
peaking in 2013 when the nation’s only commercial gas 
plant shut for repairs.

Half full. This growing imperative for affordable energy 
has already prompted the Government to set an 
ambitious target of 15GW renewables capacity by 2030, 
requiring an estimated US$12b of new investment. The 
target comprises 8.7GW of hydro-power, 3.5GW 

Country 
focus

Local office contacts:

Ladislao Z Avila 
ladislao.z.avila.jr@ph.ey.com

Renato J Galve 
renato.j.galve@ph.ey.com

Highlights

 • A 16% increase in generating capacity has 
failed to keep pace with a 50% rise in 
consumption, prompting a major power 
shortfall in 2015.

 • The major typhoon in 2013 has reduced the 
focus on new capacity build-out due to the 
need for significant recovery work spending.

 • FITs for renewables projects are among the 
highest in the region but are subject to 
relatively stringent conditions and caps.

 • The country boasts a 2GW wind project 
pipeline and up to 700MW of solar 
developments.

 • A 40% cap on foreign ownership has deterred 
some investment to date but is under review.

Philippines
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geothermal, 2.4GW wind and 300MW from solar. 
Relative to current renewables capacity of around 5.5GW, 
comprising mainly hydro and geothermal, it represents a 
challenging though not unachievable goal that would see 
the Philippines generating around half of its total 
electricity from renewable sources by 2030.

High ratings. The 20-year FITs introduced in 2012 to 
help achieve this target are now among the highest in the 
region. Wind projects, for example, receive PHP8.53/kWh 
(US$0.19), while solar attracts PHP9.68kWh (US$0.22). 
Hydro and biomass projects also receive fixed tariffs, 
while geothermal is deemed to be already cost-
competitive with fossil fuels. 

However, the cumulative capacity eligible for FITs is 
capped (200MW for wind, 50MW for solar and 250MW 
for biomass and hydro combined), with tariffs subject to 
review after a three-year period or when the cap is 
reached. FITs are available on a first-come, first-served 
basis, with oversubscribed projects relying on bilateral 
agreements with an IPP or the wholesale spot market. 
Critically though, projects can only apply for the fixed 
tariffs once construction is 80% complete. 

Fighting FIT. These relatively stringent conditions 
and low capacity caps have resulted in early over-
subscription as developers rush to secure the FIT, for 
wind projects in particular. This has prompted a review 
of the installation targets, with the country’s National 
Renewable Energy Board approving in late 2014 an 
increase in wind installations under the FIT regime to 
500MW, a proposal currently under consideration by 
Energy Secretary Carlos Jericho Petilla. The Government 
is also considering increasing the cap on solar FIT 
eligibility to 500MW, though with lower rates for the 
additional capacity. 

In addition to preferential tariffs, renewables projects 
also receive priority grid connection; accelerated 
depreciation; duty-free imports on equipment; exemption 
from VAT; and a seven-year income tax holiday followed 
by a reduction in corporate income tax to 10% of 
net income.

Picking up speed. While installed wind capacity 
totaled just 133MW at the end of 2014, the country 
boasts a project pipeline in excess of 2GW and estimated 

A strong energy supply 
imperative, liberalized market, 
ambitious targets and robust 
offtake mechanism will spur a 
rise up the RECAI rankings.

resource potential of around 76GW (though with some 
suitable sites relatively remote or inaccessible). Late 
2014 saw the commissioning of the US$450m 150MW 
Burgos wind farm, the country’s largest to date, following 
a US$315m financing deal with a group of foreign and 
domestic lenders and the support of Denmark’s export 
credit agency EKF.

Solar scaling up. The solar sector is also attracting 
international attention, with US solar giant SunEdison 
joining Philippines-based Aboitiz Renewables to develop 
and operate up to 300MW of solar plants over the next 
three years. Germany’s Conergy is also planning two PV 
plants totaling 41MW. Although installed capacity totaled 
just 74MW at the end of 2014, an additional 500MW to 
700MW of capacity is already under development. 

Cooling down. While the Philippines is currently the 
world’s second largest geothermal energy producer, with 
almost 2GW of installed capacity, reports that only half of 
the estimated 4.4GW of resource potential is proven 
indicates further deployment could be limited. While the 
Government launched a tender for four 20MW to 30MW 
sites in February 2015, APC and Chevron’s 100MW 
project continues to be hampered by safety issues and 
difficulties reaching the mountainous site. 

Ironing out the wrinkles. Despite increasingly 
attractive renewable energy prospects, efforts will also 
now need to focus on addressing the administrative 
bottlenecks and allegedly weak enforcement of antitrust 
laws that have slowed both market reform and the pace 
of deployment. A 40% cap on foreign ownership has 
deterred some private sector investment, though it is 
currently under review. Significant infrastructure 
investment is also needed to achieve the 2030 target, 
with the country’s largest distributor, Manila Electric 
Company, having already teamed up with US giant GE to 
develop a smartgrid road map.

Climbing the ranks. Already one of the fastest-
growing economies in Asia, the combination of a strong 
energy supply imperative, increasingly liberalized energy 
sector, ambitious capacity targets and a relatively robust 
renewable energy offtake mechanism make it likely that 
we will see the Philippines climb steadily up the RECAI 
rankings in the year ahead. 

Rankings snapshot Issue 43 Issue 42

Total RECAI 32 34

Onshore wind 33 37

Offshore wind 29 30

Solar PV 30 29

Solar CSP 21 22

Biomass 26 28

Geothermal 5 7

Hydro 19 22

Marine 4 6
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Glossary

Abbreviation Definition

AfDB African Development Bank
b Billion
BNEF  Bloomberg New Energy Finance
CfD Contract for difference 
CSP Concentrated solar power
EPC Engineering, procurement and construction 
ETS Emissions trading scheme
FDI Foreign direct investment
FIT Feed-in tariff
GW Gigawatt
IEA International Energy Agency
IPP Independent power producer
ITC Investment tax credit
JV Joint venture
KACARE King Abdullah City for Atomic and Renewable Energy
kWh Kilowatt hour
m Million
MW Megawatt
NEA National Energy Administration (China)
OPIC Overseas Private Investment Corporation
PA Power Africa
PPA Power purchase agreement
PTC Production tax credit
PV Photovoltaic 
SSA Sub-Saharan Africa
t Trillion
T&D Transmission and distribution
TMT Technology, media and telecom
USAID U.S. Agency for International Development
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Methodology
What makes a market attractive?

Each parameter above comprises a series of up to 10 datasets, depending on the breadth or complexity of that particular 
parameter. These datasets are converted into a score of one through five and weighted to generate parameter scores, which are 
then weighted again to produce driver scores and the overall RECAI score and ranking. Weightings are based on our assessment of 
the relative importance of each dataset and parameter in driving investment and deployment decisions. Each technology is also 
allocated a weighting based on its share of historical and projected investment. Datasets are based on either publicly available 
or purchased data, EY analysis or adjustments to third-party data.

The technology-specific indices rankings on page 14 reflect a weighted average score across the macro, energy market 
and technology-specific parameters, as some markets can be highly attractive for specific technologies but face other major 
barriers to entry.

We are unable to publicly disclose the underlying datasets or weightings used to produce the indices. However, if you would like 
to discuss how our RECAI analysis could assist your business decisions or transactions, please contact the editor, Klair White.

RECAI

Macro
drivers

Energy market
drivers

Technology-
specific drivers

3 drivers

Macro stability
Investor climate
(ease of doing
business)

Prioritization
of renewables

Bankability of
renewables

Project
attractiveness

5 sub-
drivers

16
parameters

53
datasets

Economic stability Energy supply
and demand

Cost and
availability
of finance

Power
infrastructure
and ability to
connect
renewable energy

Energy market
accessibility

Liquidity of
transactions
market

Strength of
natural resource

Power offtake
attractiveness

Technology
maturity

Forecast growth
and pipeline

Strength of local
supply chain

Level of political
support

Competitiveness
of renewables

Importance of
decarbonization

Political stability

ey.com/recai
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EY Strategic Growth Forum® 
will bring together the most 

representatives in the region 
to identify and discuss the 
opportunities for growth and 
investment.  

Mark your calendars and plan  
to join us this April in Rome.

Strategic Growth Forum  
Mediterranean 2015 
16–17 April 2015 | Rome, Italy
Visit ey.com/sgfmed

WHERE WILL YOUR 
GROWTH JOURNEY 
TAKE YOU NEXT?
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Strategy

• Diagnose
• Design

• Implement
• Sustain

What we do
Our integrated policy, finance and transaction services span the whole energy life cycle and operate 
across multiple technologies and geographies, supported by our global network of energy professionals, 
our global investor relationships and our global project experience.

Demand

Energy services Supply

Government, multilaterals 
and public sector
Strategy, design and implementation of 
public-private partnership programs

Corporations
Supporting the development and 
implementation of portfolio or 
energy mix optimization 
strategies, including financing 
and procurement

We can assist in the design 
and implementation of 
resilient energy strategies 
and programs that deliver 
value and confidence

Services supporting our energy transaction and advisory offering include:
• Tax due diligence and structuring
• Financial and commercial due diligence
• Ratings and debt advisory
• Valuations and business modeling

Corporate finance
Fundraising, acquisition and disposal 
services to support corporate supply 
chain and energy service transactions 
and investments

We are helping large 
corporations to 
address core energy 
business risks

Infrastructure finance
Primary and secondary financing for energy 
infrastructure transactions, including strategy, 
fundraising, acquisitions and disposals

Business 
energy risks
•  Business 

disruption
•  Price exposure 

management
•  Regulatory 

compliance

Generation

Buy-side and 
sell-side 
advisory

Upstream and 
downstream 
transactions

Transmission

We understand 
how to drive 
value across the 
capital agenda

Our services 
span all stages 
of the asset 
capital life cycle

$

Energy

 strategy



38

Klair White 
RECAI Editor 
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Renewable energy contacts  
by location

Asia-Pacific
 Australia 
Matt Rennie 
matthew.rennie@au.ey.com

Jomo Owusu 
jomo.owusu@au.ey.com

 China 
Alan Beebe 
alan.beebe@cn.ey.com

 Japan 
Kunihiko Taniyama 
kunihiko.taniyama@jp.ey.com

Kenji Sawami 
sawami-knj@shinnihon.or.jp

Philippines 
Ladislao Z Avila 
ladislao.z.avila.jr@ph.ey.com

Renato J Galve 
renato.j.galve@ph.ey.com

Singapore 
Lynn Tho 
lynn.tho@sg.ey.com

 South Korea 
Jun Hyuk Yoo 
jun-hyuk.yoo@kr.ey.com

Moon Ho Choi 
moon-ho.choi@kr.ey.com

 Taiwan 
Kim Chang 
kim.chang@tw.ey.com

Austen Tsao 
austen.tsao@tw.ey.com

 Thailand 
Wilaiporn Ittiwiroon 
wilaiporn.ittiwiroon@th.ey.com

Americas
 Argentina 
Enrique Grotz 
enrique.grotz@ar.ey.com

 Brazil 
Luiz Claudio Campos 
luiz-claudio.campos@br.ey.com

Lucio Teixeira 
lucio.teixeira@br.ey.com

 Canada 
Mark Porter 
mark.porter@ca.ey.com

Cynthia Orr 
cynthia.orr@ey.com

 Chile 
Tom Laing 
thomas.laing@cl.ey.com

Raul Sandoval 
raul.sandoval@cl.ey.com

 Mexico 
Rafael Aguirre 
rafael.aguirre@mx.ey.com

Koen van’t Hek 
koen.van-t-hek@mx.ey.com

 Peru 
Enrique Oliveros 
enrique.oliveros@pe.ey.com

 US 
Michael Bernier 
michael.bernier@ey.com

Joseph Fontana 
joseph.fontana@ey.com

EY global contacts

Please also visit our website: ey.com/recai
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EMEIA
 Austria 
Elfriede Baumann 
elfriede.baumann@at.ey.com

Eva-Maria Berchtold 
eva-maria.berchtold@at.ey.com

 Belgium 
Tristan Dhondt 
tristan.dhondt@be.ey.com

Franz Traxler 
franz.traxler@be.ey.com

 Bulgaria 
Diana Nikolaeva 
diana.nikolaeva@bg.ey.com

Nikolay Markov 
nikolay.markov@bg.ey.com

 Czech Republic 
David Koudela 
david.koudela@cz.ey.com

Stepan Flieger 
stepan.flieger@cz.ey.com

 Denmark 
Jonas Bjaaland 
jbjaaland@uk.ey.com

Kasper Vejgaard Christensen 
kasper.v.christensen@dk.ey.com

 Egypt 
Stephen Smith 
ssmith2@uk.ey.com

 Finland 
Kari Pesonen 
kari.pesonen@fi.ey.com

Petri Leinonen 
petri.leinonen@fi.ey.com

 France 
Jean-Christophe Sabourin 
jean.christophe.sabourin@ey-
avocats.com

Alexis Gazzo 
alexis.gazzo@fr.ey.com

 Germany 
Frank Matzen 
frank.matzen@de.ey.com

Thomas Christiansen 
thomas.christiansen@de.ey.com

 Greece 
Georgios Smyrnioudis 
georgios.p.smyrnioudis@gr.ey.com

 India 
Rupesh Agarwal 
rupesh.agarwal@in.ey.com

 Ireland 
Barry O’Flynn 
barry.oflynn@ie.ey.com

 Israel 
Itay Zetelny 
itay.zetelny@il.ey.com

 Italy 
Roberto Giacomelli 
roberto.giacomelli@it.ey.com

Stefano Robotti 
stefano.robotti@it.ey.com

 Luxembourg 
Alain Kinsch 
alain.kinsch@lu.ey.com

Olivier Coekelbergs 
olivier.coekelbergs@lu.ey.com

 Morocco 
Khalil Benhssein 
khalil.benhssein@ma.ey.com

Ahlam Bennani 
ahlam.bennani@ma.ey.com

 Netherlands 
Diederik van Rijn 
diederik.van.rijn@nl.ey.com

Wolfgang Paardekooper 
wolfgang.paardekooper@nl.ey.com

 Norway 
Torbjørn Hansen 
torbjorn.hansen@no.ey.com

Vegard Stevning 
vegard.stevning@no.ey.com

 Poland 
Kamil Baj 
kamil.baj@pl.ey.com

Przemyslaw Krysicki 
przemyslaw.krysicki@pl.ey.com

 Portugal 
Miguel Farinha  
miguel.farinha@pt.ey.com

Florbela Lima 
florbela.lima@pt.ey.com

 Romania 
Florin Vasilica 
florin.vasilica@ro.ey.com

 Russia 
Ksenia Leschinskaya 
ksenia.leschinskaya@ru.ey.com

Saudi Arabia 
David Lloyd 
david.lloyd@sa.ey.com

Nimer AbuAli 
nimer.abuali@ae.ey.com

 South Africa 
Norman Ndaba 
norman.ndaba@za.ey.com

Brunhilde Barnard 
brunhilde.barnard@za.ey.com

 Spain 
Victor Manuel Duran 
victor.duranschulz@es.ey.com

Eva Maria Abans 
evamaria.abansiglesias@es.ey.com

 Sweden 
Lars Blomfeldt 
lars.blomfeldt@se.ey.com

Niclas Boberg 
niclas.boberg@se.ey.com

 Tunisia 
Hichem Ben Hmida 
hichem.benhmida@tn.ey.com

Hela Gharbi 
hela.gharbi@tn.ey.com

 Turkey 
Ethem Kutucular 
ethem.kutucular@tr.ey.com

Orcun Makal 
orcun.makal@tr.ey.com

 UAE 
Nimer AbuAli 
nimer.abuali@ae.ey.com

 Ukraine 
Victor Kovalenko 
victor.kovalenko@ua.ey.com

 UK 
Andrew Perkins 
aperkins@uk.ey.com

Arnaud Bouille 
abouille@uk.ey.com

Josephine Bush 
jbush1@uk.ey.com
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