.

*hi s i ncl udes h gopoer
proj ect s gat er t Mramperr o
fici 11ty

F G Apach  ‘bday

Havi n gexk en's i vel yeval uat edn ot justtoh ol sd pameépesi e; h avi n gpoved t obet her
en ce, but al s ot heeperi en ce ofs everlprofyplatgs sypf meet i n gt h e poern ceds (i Bt
t heswlbas i nEesrsmai ns caut i ous | tyapt d@vi-s i on, rmadi o) ofdi s pes ed an d rmot «
mi s ticthat it i s not aq ues ht ousoehalidf .b¥ toffv enR e s i n gpi ce ofcru
t hegal ofas el £ us t immike nigsnoldavel at url gs , t he} obal commi t ment t o
opp ngeount i es wl 1l bemet € Skecmuh it ameddsvdl ypmen t Goal s an d Kgt o Pot ocol
ogi ze t hecument | i mittedt n obnoroksbdl @ren emgt ech n ol og es , i we¢l udi ngs o
ge toaddes s t hei s s ueofruml el #ctl d fbecomon m o econ omi cal | yvi abl e hHe
t hat ekent, i1t i s cumnt | yepl ofi cargor comy pt ayadt i mpot ant m ei n mak
des s muml el ect 1 fat i on t h rouf usablnegenvegartdyofiol saervi ces avai | abl e, as
ren embl een egt echnol of es as i t maanomwy t at ed byh oufp i t s mcent 1 n ves t
fom as peci Gis wlbans t oa mor t ech noli ag Ms er Baeri n hdi a(s ee boxon pag22).

n eut ral approach . hemos t i mpot ant fict ort hat wl 1 d
Al t houg gneral | yl es s h eml ded n owdone fhredure ol e ofis ol narrural el ect 1 fat i on
t ot hemi d19woas, astobclhrn ol ogcon ttii nawes ves cont i nues t ol i ei n t hea
t oi denti §t heni chemak s egent s b
technol ogi s t hel eas t -cos t al t em at i

WORLD BANK GROUP COMMITMENT TO RENEWABLE ENERGY ued decl i nei wops adesarivl I hel pcrat e mon

LRI T BT R R R R e Ty T D A M B L RGO O N TN PLOYAI  of t h es e opport un i t i es . h cras ed man ufict |

ternational Conference for Renewable Energies in Bonn, Germany, to increase paci t y n ewmat ei al s t hat bpass s t hel

its renewable energy and

energy efficiency portfolio by 20 percent during a nek caus edbyt hel i mi t eds uppl yofs i 1

five-year period (2005-2009). During both 2005 and 2006, the WBG surpassed [EESVERC-JETNE ST QS S TS HNC IR A7Coile (aiP:< IR BEERP Y e |
its Bonn target, having financed $668 million worth of EE/RE projects in 2006 en dus erdevi ces (i .e ,plsi)hrral h gvin a

and $461 million worth in 2005. These commitments represent a 45 percent in- [NV VRIRaES TS (WF-<'Yo SO TN S WPV SR s WY 11 BN I8 7S TN O Al o}

crease for new RE and EE, more than double the Bonn 20 percent target. Over- sdt endi n ¥ qin ace.
all, financial support to EE/RE2" was $860 million in fiscal year 2006. Total WBG

sustainable energy financing in 2006 supported 61 projects in 34 different

countries.

Continued Support to the Market

Wi |l esvolias nol ongras peciE ficbeus ,

Among the various WBG institutions and units, IFC was the largest contrib- mai ns commi t t edt oi t as a ren ewbl e er

utor to RE and EE, with $393 million in commitments, and contributions of $326 n ol ogbraddres s i ngt hei s s ue ofrunl

million of its own funds for new RE and EE projects and $67 million for hy- el ect i fiat i on i n devel o h geoun t n es

dropower projects greater than 1T0MW. These increases suggest that the con- moved amyfom s ol ar -bcus edi ni t i at i ves ,

certed efforts of the WBG to scale up support for new RE and EE are having a as® andwm , i n fvorofmor t ech n ol of cal |

positive impact.
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MAINSTREAMING SOLAR PV INTO IFC INVESTMENTS

The projects described in this report were primarily financed with concessional
resources from GEF and other donor support mechanisms, because they did
not meet minimum eligibility requirements for IFC investments (although IFC
also did invest on its own account in the externally managed funds created un-
der SDG). One measure of success in donor-supported programs is the process
of “mainstreaming”; i.e., the ability to make similar investments on commer-
cial terms without donor subsidies, an evolution that is occurring in the context
of IFC’s EE financing programs. As described in this report, the Corporation has
approved an investment in a solar PV manufacturing facility in India (see Les-
son Learned box on Moser Baer, page 22) and has indirectly supported a bank
loan for a grid-tied solar PV power plant in the Czech Republic through a clean
energy finance program (see Lesson Learned box on solar plant construction
in the Czech Republic, page 17). For IFC to make additional fully commercial in-
vestments in solar PV production or enterprises, several conditions will have to
be met:

= The investment should meet minimum size requirements to justify IFC’'s
transaction costs. While some latitude has been allowed for RE projects, deals

of less than $10 million are unlikely to be attractive.

= The expected rate of return should be commensurate with the level of per-
ceived risk, which may be an issue for the production and sale of solar PV cells
and modules currently being sold, primarily to satisfy short-term regulatory
policies in a few industrialized countries, principally Germany, Spain, and the
United States.

= Other positive attributes that may increase IFC interest in a project include
opportunities to engage and influence government policy (e.g., through a solar
PV purchase program), the leveraging of commercial finance from local Fls, lo-
cal employment and associated supply chain benefits of the investment, and
expected opportunities for further business growth.

® The proposed financing should also meet standard IFC conditions, including

maintenance of appropriate minimum debt service coverage ratios, projected
business performance metrics, sponsor support, and security arrangements.
Most importantly, the financing should be based upon a sound and financially
viable business plan that addresses a quantifiable market opportunity and is
guided by an experienced management team.
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