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Project Catalyst: Sept. 2009, Finance Briefing Paper

Most eyes 
are here

When they 
should also 

be here

Isn’t financing alone enough to 
mobilise investment ?
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Project Development
Financial 

Close; NTP

Early-stage Mid-stage Late-stage
Project 

Financing

Project Development Lifecycle

Project Conceptualisation
Resource assessment /

development
Technical concept / design

Pre-feasibility study
CDM project development

Project office and 
administration

Project development team 
/ management resources

Capital raising – equity
Licences, permits and 

approvals
Preparation for financing

Financing, incl. 
documentation

Lender due diligence

Feasibility study
Advisory costs (financial, 

legal, technical,  insurance)
Development of project 

agreements
Project site & interconnection

Environmental studies
Public disclosure 

& liaison

A number of activities, 
staffing, office etc.  
required throughout

Are Transaction Costs  a Tech Transfer Issue?
Developing  Renewables  Projects

Source: UNEP, Aequero
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Project Cycle for building a Renewable Energy Plant

Corporate & Compliance Investors 

Sponsor / Developer Private Equity & Infrastructure Funds 

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

Mezzanine Capital

Carbon Finance

Early‐stage Mid‐stage Late‐stage
Development Construction Commissioning OperationFinancing
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Debt Finance (Project Finance)

Early Stage 
Financing Gap

Source:  UNEP, Aequero

Equity Finance Gap

Long Term Debt Gap

Risk Mitigation Gap

Transaction Costs

Where are the financiers along the project cycle ?
Where are the transaction costs along the Project Cycle ?

Why is it hard to get capital into this space ?

• Typical power sector projects have 
development costs of 3 – 5%.

• ‘First mover’ low carbon projects have 
development costs of 6 – 10%.

• In addition to costs, development cycles 
are typically 2 – 3 times longer.

Different risk/return paradigm is a 
mismatch with conventional developers. 

More of a VC risk profile than 
infrastructure development finance. 



Allocation of Project Capital Spend
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Project Development  Lifecycle

Early‐stage Mid‐stage Late‐stage
Development Construction Commissioning OperationFinancing

Early Stage Project 
Development Activity

Late Stage Project 
Development Activity

Approx. 1%  of 
Total Project Cost

Approx. 4%  of 
Total Project Cost

Construction
Finance

Approx. 95%  of 
Total Project Cost
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From project concept 
to establishment of 
project feasibility ‐
Initially project 

development spend is 
relatively low but with 

higher risk

As project 
development matures 
and the project moves 
into the financing 
phase development 
spend increases to 
cover financing 
activities and 
preparation for 

construction start

The majority of the spend 
is incurred during the 
construction phase



Catalytic Impact of Early‐Stage Public Finance
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Project Development  Lifecycle

Early‐stage Mid‐stage Late‐stage
Development ConstructionFinancing

Early Stage Project 
Development Activity

Late Stage Project 
Development Activity

Approx. 1%  of 
Total Project Cost

Approx. 4%  of 
Total Project Cost

Construction
Finance

Approx. 95%  of 
Total Project Cost

Es
ta
bl
is
h 

Fe
as
ib
ili
ty

Fi
na

nc
ia
l 

Cl
os
e

$1 of public finance spent on early‐stage activity 
may catalyse up to $4 of late‐stage  financing and up 

to $95 of construction finance from the private 
sector. The total potential impact of $1 of early‐
stage public finance therefore may be up to $99.

$1
$4

$95
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Mapping: Existing Public Interventions & Financing Products

Early Development Construction & 
Operation

Mid Development Late Development
/ Financing

Seed Capital Incentives
(e.g., SCAF, CORFO)

Transaction Cost Sharing 
(e.g., ACAD)

Project Development  Lifecycle

Early‐stage Public Non‐Investment Interventions

Early‐stage Public Investment Interventions

Late‐stage Public Interventions

~ 
$3
.9
 b
ill
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n 
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ar

~ 
$1
8 
m
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ar

Direct Lending to Projects

Direct Private Equity 
Investments

Loan Facilities Through 
Funds

Publicly-backed DevCos
(e.g., InfraCo, SN Power)

Philanthropic / Publicly-backed Social Venture Funds
(e.g., E+Co)

Coaching, Mentoring & Advisory
(e.g., CTI PFAN, Investment Advisory Facility)

Gaps ‐ Equity, 
Long‐Term Debt 

& Risk 
Mitigation

Gap ‐ Early 
Stage Financing VC, PE & Infrastructure Funds

Catalysing Early 
Stage Support
New Report !!





Seed Capital
Incentive

Seed
Capital

Private Equity Fund

Investment

Clean Energy  Technology or Project 

Aggregate 
Investment

Enterprise Dev. 
Cost Sharing

Enterprise 
Development
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SCAF Cooperating 
Fund Agreement (CFA)

Clean Energy Fund

SCAF

Seed / 
Incubator 
Window



Conduit Ventures China
CleanTech Incubator

Yes Bank India
SME Finance Syndicate

E+Co
Seed window 

in PE Fund

LCI Asia
Value Chain 

Investing

Evolution One South Africa
Financing DevCos

IndiaCo
IP Focused EE fund

Contracted Fund Managers

Aloe Ventures
Innovation Fund

Berkeley 
RE InfraDI Fund

RE Infra Investor



Eric Usher 
Eric.Usher@unep.org

THANK YOU!


	Isn’t financing alone enough to �mobilise investment ?
	Catalytic Impact of Early-Stage Public Finance
	Mapping: Existing Public Interventions & Financing Products
	SCAF Cooperating �Fund Agreement (CFA)

