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Developing RE projects is expensive, difficult, and risky

• Your speaker (Shumway) led 
development of solar PV 
projects in El Salvador

• Several years to develop, 
approx, $350k + much time

• Bid 10 MW solar PV project 
into 100 MW RE procurement, 
lost on price

• Lessons were learned!

Excerpt from Post Bid Marketing of Development Assets
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The project site that was bid into the procurement
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Another site that was developed
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RE competitiveness depends on cost of capital

Fuel Costs

Variable O&M Costs

Fixed O&M Costs

Capital Costs

Indicative LCOE Composition 
Thermal Plant

Indicative LCOE Composition 
Renewable Plant

IMPACTED BY 
COST OF CAPITAL
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RE developer considerations

LOCATION

•Was grid study conducted?

•Who is competing for substation 
hosting capacity? 

•Who owns land? How to achieve 
bankable site control?

•Resource quality at location?

FEWER RISKS (“UNKNOWNS”) → LOWER PPA TARIFF

TECHNOLOGY

•Are technology (e.g., panels, 
inverters) requirements specified, 
and if so, why? 

•Does the project concept being 
proposed/procured make sense?

•Utility familiar with this technology?

MARKET 
STRUCTURE

•Relationships between ministry, 
utility, regulator?

•Are political connections required? 

•What is involved in PPA approval 
process?

OFFTAKER & PPA

• Is utility interested in my (or any) 
project?

• Financial health of off-taker?

• Is PPA “bankable”?

• Capacity of utility to evaluate bids 
and facilitate procurement process?

TIMELINES

•How much background work has 
been completed?

• Prior procurement track record?

•What is driving timelines?

•What happens if there are delays?

Yes, I want to 
build a RE project! 

But is this all a   
big waste of time 

and money?
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Project stages and development capital

Source: US Department of Energy

Activity Funding Risk/Return

Step 
1

Identify/evaluate site, 
evaluate market, confirm 
resource potential

Development capital
Very high risks

3X – 5X returns

Step 
2

Regulatory & permitting 
considerations, tariff 
negotiations or participate 
in tender

Development capital; 
majority/ minority equity 
investor; TA grants

Entry of equity investors 
with lower hurdles (15%-
35%) as project advances

Step 
3

Finalize project, financing, 
contracting

Sponsor equity; subsidy 
grants Sponsor equity risk/return 

profiles

Step 
4

Construction & 
commissioning

Sponsor equity; debt; 
subsidy, grants

Entry of cheaper debt (7% - 
12%)

Step 
5

Project operations
Cash flows; exit of equity 
sponsor(s)

Dependent on technology 
and operations

Longer development timelines greatly increases overall cost of capital, given high cost of capital for development phase
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Thank You!
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