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Arranging finance for a renewable energy project is not a task to be underestimated by developers, especially 
those with no previous experience in raising finance or establishing successful power generation projects. It is 
important that developers bear in mind the following:

• The process of arranging financing is time consuming.
• The technical, contractual and consent aspects of a project all affect the financing.
• Problems will emerge that require determination and, often, ingenuity to overcome.
• Project lenders will carefully scrutinize every aspect of the project. Attention to detail and anticipation of 

lender concerns are very important.
• In particular for small projects, it may be difficult to attract the attention of lenders or investors. A 

developer may believe that the project will “sell itself” based on its own merits, but in reality the 
developer will have to adhere to the strict terms and conditions applied to project financing.

• Project lenders will have priority access to a project’s cash flow; the shareholders may not receive much 
of a return on investment until the project debt is paid off.

In summary, the technical difficulties of a project, which in themselves may appear formidable, are often 
exceeded by the complexities of raising the necessary finance.



At an early stage in the project’s development, the developer and sponsors should therefore consider whether to finance 
a project on a limited recourse basis or on an on balance sheet basis by addressing the following questions:

• Do the developer/sponsors have the financial ability to provide the full financing requirement from within their own 
resources, and do they wish to use them for the project?

• Is the size of the potential financial obligations such that, if the project were a failure, there would be serious damage 
to the financial health of the developer?

• Are there specific project risks with which the developer is not comfortable and desires to see laid off in a structured 
manner to third parties?

• Are a number of developers/companies with different financing objectives and capabilities involved in the project?
• Is the project in a non-core business segment for the developer, where the shareholders and financial markets would 

expect the company’s exposure to be limited?
• Is the size of the financing requirement too small to attract the interest of project finance lenders?

Factors which affect the financing decision
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Although every project is different, and a variety of means have been used to date, there are generally 4 possible 
routes for financing a project:

Financing Remarks

• Company or 
personal funds, or 
from friends and 
business 
associates

Except for the smallest renewable energy projects, it is unlikely that sufficient personal reserves would be available 
to meet the total cost of the project. It may not be suitable to use company reserves and hence one of the 
alternative routes will need to be considered.

• Bank Loans Use of bank loans secured against other parts of the developer’s business or major assets (“on balance sheet 
finance”) or personal guarantees often linked to property owned by the developer. Depending on the Project:
• Project Financing
• Corporate Financing
• Limited resource project financing 

• Co-development With a financially strong joint-venture partner who is more readily able to raise the necessary finance.

• Leasing Leasing is another source of finance often discussed, and although potentially it offers benefits to a renewable 
energy project, in practice it is rarely used. Leasing gives the lessee use of the project in return for regular 
payments to the lessor, who remains the legal owner. The benefits of tax allowances claimable by the lessor are 
passed on to the developer by way of reduced lease payments. Overall, leasing is unlikely to be a realistic option, 
except for very large projects where the expense of establishing a special leasing structure can be borne by the 
project.



Project Financing Corporate Financing

• Project Finance (non recourse), most commonly used
• Structured Loan, customized each time to address Project 

risks and special characteristics
• Greek Bond Loan
• Increased Due Diligence Requirements & initial costs
• All Project risks should be mitigated fully without sponsor's 

support

• Debt < €10mio / Wind Parks less than 10MW
• Security extends to Sponsor (corporate guarantees, cross 

collateral with other business of the Sponsor)
• Security package goes beyond the Project 
• Some due diligence is anyway needed
• Corporate or Personal guarantees should be acceptable to the 

Bank

Limited Recourse Financing: 
• A structured solution to optimal risk allocation for projects of substantial size. 
• Bank loans are secured largely against future cash flows rather than just physical assets and involve a series of complex contractual 

arrangements. More specifically, in a limited recourse project financing, the lenders are not able to rely on the balance sheet of 
the sponsor for repayment, but rather on the project to generate a stable and predictable stream of cash flow necessary to ensure 
repayment of their loans.



The two most likely financing routes are therefore on balance sheet finance (project/corporate) or limited
recourse project finance. Both typically use bank loans to provide the majority of the required capital, but it is
the lender’s security arrangements which differ significantly between the two routes.

• With limited recourse project financing, the project borrows on a stand-alone basis. While some
guarantees may be required, the lender’s repayments are secured primarily by the project’s assets and
cash flows with limited recourse to the developer.

• On balance sheet financing, lenders look to general corporate assets as security for the loan as well as
external guarantees (often parent company guarantees) and other related external collateral if the
project’s cash flow is insufficient to repay the debt.



On balance sheet financing is likely to be used only by financially strong sponsors. While it is unlikely to be a practical
alternative for a developer with limited financial resources, it is often used by stand-alone, first-time developers for very
small projects.

On Balance Sheet

Characteristics Remarks

Simplicity It is relatively easy and quick to arrange

Cost it is usually cheaper in terms of arrangement and legal fees and the annual cost of borrowing may be lower

Structure it will normally reflect a looser, more flexible financing structure. While still important, the tight network of 
contracts, which create the risk transference in a limited recourse project financing, is less critical to the lender

Risk Factor the sponsors are generally content to accept the majority of the project risks; although on balance sheet financing 
structures obviously can also allow for risk transfer, the degree of risk transfer is much less than in a limited 
recourse project financing.
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In a limited recourse project financing, the lenders are not able to rely on the balance sheet of the sponsor for
repayment, but rather on the project to generate a stable and predictable stream of cash flow necessary to ensure
repayment of their loans.

In order for the lenders to be assured that they have the project cash dedicated to repay their loans, the lenders will “take
security.” Taking security over the project assets and contracts gives the lenders the ability to control the project cash and
even step in and operate the project in adverse situations (for example, where the project is in default and not repaying
its debt). The most common ways of taking security - or collateral - are:

• Assignment of priority rights to the project cash flow
• Mortgage/fixed and floating charge over the physical assets
• Assignment of the project contracts
• Contractual undertakings
• Shareholder undertakings
• Insurance
• Bonding

Note that, while lenders will take security over the project assets, cash flow from the project is considered to be the
primary source of repayment of the project debt, not sale of assets.

Limited Recourse



PROJECT FINANCE
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Shareholder undertakings

In a fully “non recourse” project, there will be no undertakings given by the shareholders to the banks, with the exception
of an undertaking to subscribe the agreed equity. In most cases, however, the lenders will look for additional shareholder
support (ie “limited recourse”) to cover those aspects of the project where they are not satisfied that the risks are
covered sufficiently. Such undertakings may be as follows:

• Completion Guarantee: For projects where there is a significant risk of capital cost overruns, delays etc, or of
completion not being achieved, lenders may require that the shareholders guarantee the debt until the completion
tests are met. In this context, lenders are particularly reluctant to take any element of new technology risk until it is
proven in operation. Construction contractors will also be required to provide completion and generation guarantees
and warranties

• Specific Funding Obligations: Under certain circumstances, shareholders may be required to commit funds on a
contingent basis for the future. For example, if a change of law would entail capital expenditure which could not
necessarily be funded by the project company, lenders could require the shareholders to commit to provide the
necessary funds.

Limited Recourse
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PROJECT MILESTONES

OperationConstructionDevelopmentFeasibility

Own Equity

Private Equity Funds

Bank Financing

Project Bonds

RiskHigh Low



FINANCING VEHICLE
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NATURAL RESOURCE 

EVALUATION
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Wind Resource study 
(statistical analysis of wind speed (m/s) for each month)  

Wind Farmer or Similar Software

Average speed, standard 
deviation per month, direction

Monthly p50 production in 
KWh

Market price 
assumptions

Revenue Forecast for business model



NATURAL RESOURCE 

EVALUATION
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RISKS & MITIGATION

Construction risk

Operational risk

Market Price risk

Liquidity risk

Country and 
Policy risks

Timing & cost considerations mitigated by completion guarantees, penalty payments and standardized EPC 
contracts. Step in Rights and negative covenants are built in bond agreements.

Mandatory insurance policy for investees, covering mechanical fault,  severe weather phenomena & civil 
liability. 

KWh price risk mitigated by off-take PPA contracts with Market operator at fixed price. (FiP scheme)

Introduction of capacity tenders and drastic decrease in subsidies has led to competitive and rational 
market policy in target countries. Dependence of Projects on favorable policy and/or subsidies has 
significantly decreased.

Development & 
Licensing risks

26

Most financiers will close deals after all requited licenses are in place.

Defined process after the end of lifecycle of the project to accomplish maximum salvage value. 



PARITY 27

FiP based support scheme

Scenario 1: 
RT > SMPres

Scenario 2: 
RT > SMPres

Scenario 3: 
SMPres < 0

Special market Price for Renewable Tech.

Feed-in-Premium

Total Remuneration

Rebate

Reference Tariff

No Revenue

Project is remunerated for energy it generated 
with SMPres of the day plus a feed-in-
premium

Project is remunerated for energy it generated 
with SMPres. Then the project company has to 
provide a rebate , equal to SMPres - RT for 
that day. 

Project receives no revenue for energy
generated, while SMPres has been negative
for more than two hours. Energy generated is
injected for free or curtailed. Such scenario
could take place, in periods where connected
capacity exceeds total demand.



Project Company Swap Counterparty

Market Hub

Project Company 

Purchases X MWh at 

market price

Project Company 
Receives payment 
for X MWh at 
previously agreed 
price

 X Mwh

Sells the actual 

plant production 

at Market price

Grid Node

RISK MANAGEMENT

Fixed Volume Swaps

Both Parties need to be active traders in 

the same energy exchange.



RISK MANAGEMENT

Synthetic PPAs

Project Company Swap Counterparty

Energy Market  Hub 

Project Company sells 

energy to  the market 

hub

Project Company 
pays floating market 
price for a notional  
amount of Energy Swap 

Counterparty 
buys energy from 
the market

Swap Counterparty 
pays an agreed fixed 
price for a notional 
amount of Energy



RISK MANAGEMENT

Project Company Swap Counterparty

Energy Market  Hub 

Project Company sells 

energy to  the market 

hub

Project Company 
pays a floating : 
 Actual  Volume* 
Actual Market Price

Swap Counterparty 
pays an agreed : 
Agreed Volume * 
Agreed Price

Proxy Revenue Swaps
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Investors

VALUE PROPOSITION

Access mature projects that 
have undergone Due diligence.

Stable Returns through 
sustainable  investing.

Companies/
Energy Cooperatives

Optimize process for retail 
investor entry.

Integrate local community.



PARITY

Energy company submits project proposal.
Technical and Legal Due Diligence is carried out.

D U E  D I L I G E N C E F U N D I N G S H A R E  T R A N S F E R P R O J E C T  O P E R A T I O N D I V I D E N D  T R A N S F E R S

41%

Step 1 : Due Diligence Permits



PARITY

Step 2 : Funding

Project is released on the platform.
Investors can fund the project.

D U E  D I L I G E N C E F U N D I N G S H A R E  T R A N S F E R P R O J E C T  O P E R A T I O N D I V I D E N D  T R A N S F E R S

41%



PARITY

Step 3 : Share Transfer

Investors receive shares in the project, 
equivalent to their contribution amount.

Project Shares

D U E  D I L I G E N C E F U N D I N G S H A R E  T R A N S F E R P R O J E C T  O P E R A T I O N D I V I D E N D  T R A N S F E R S

41%

W

W

W

W

Platform Investors



PARITY

Step 4 : Project Operation

Construction is completed and project starts 
selling energy and generating revenue. 

D U E  D I L I G E N C E F U N D I N G S H A R E  T R A N S F E R P R O J E C T  O P E R A T I O N D I V I D E N D  T R A N S F E R S

41%



PARITY

Step 5 : Dividend Transfers

D U E  D I L I G E N C E F U N D I N G S H A R E  T R A N S F E R P R O J E C T  C O M P L E T I O N

Shareholders receive cash at the end of 
each year. Shareholder Cash Dividend.

D I V I D E N D  T R A N S F E R S

41%

At the end of each year:

W



STRUCTURE

PARITY

Financial Services Partner

Energy 
Companies

Legal Partner

• Retail Investors
• Family Offices
• Impact Funds

Parity: develops the platform, sources project 
offerings and provides platform to multiple Financial 

Services Partners.

Technical Due 
Diligence Partner



ENERGY 

COMMUNITIES

3.27 bil € 42% 50% 20%

invested by citizens 
and cooperatives in 
Germany ,in 2017

of Energy Capacity Installed 
in 2017, owned by citizens

and cooperatives

of Middelgrunden
40 MW Wind farm owned 

by Local community in 
Denmark

minimum community 
ownership Required in 

new Wind Farms

Source: World Economic Forum

https://www.weforum.org/agenda/2018/04/how-europe-s-energy-citizens-are-leading-the-way-to-100-renewable-power/?utm_source=Facebook Videos&utm_medium=Facebook Videos&utm_campaign=Facebook Video Blogs


The case of Greece: Abundant solar and wind resource in an accelerating

market.

MARKET

Targeting SE Europe

Moldova

Romania

Montenegro

Serbia

Turkey

Bosnia

Macedonia

Albania

Greece

Bulgaria

Cyprus

€8.54bn €0.91bn

€6.44bn

2020-2030 Cumulative CAPEX Projections for new RE projects in target 
countries. Source: Estimation based on National Energy and Climate Plans.

€4.21bn

in Greece vs 20.4% in Germany
Source: 2011-2015 avg.
EU commission Datasets

24%
Wind Capacity Factor

2700
Hours of sunshine

Per annum in Greece vs 1600h in 
Germany.

Source: NOAA & DE Wetterdienst

1471
Production Licenses

At early or mid-stage
(before installation license) 

Source: RAE

Cumulative Installed Capacity [GW] 2019 2020 2025 2030

Photovoltaics (PV) 2.7 3.3 5.5 6.9

Wind 2.7 3.4 4.2 6.4

Biomass 0.07 0.1 0.1 0.3

Hydro 3.4 3.4 3.7 3.9

Total RES 9.0 10.2 13.6 17.7

Storage 0.0 0.0 0.0 0.7

Significant RES capacity increase is expected. Several lignite plants in Greece are bound to be 
decommissioned, while RES participation in Electricity generation target is set at 56% for 2030 , 
compared to 24 % in 2016. Source: National Energy and Climate Plan

40

https://data.europa.eu/euodp/data/dataset/information-on-energy-markets-in-eu-countries-with-national-energy-profiles/resource/6f7fde05-5cdb-4c9d-a4c3-a2b078f31f2b
https://www.dwd.de/EN/research/observing_atmosphere/observingatmosphere_node.html
http://www.rae.gr/site/file/system/docs/various/anartiseis/140918_9;jsessionid=65dbce07168cc8349d1402b7ff193fb8536d8d5d29a427ace1dbb4c91d484dc3.e38OchqPa34Na40Qbh0SaNuMbxf0n6jAmljGr5XDqQLvpAe
http://www.opengov.gr/minenv/wp-content/uploads/downloads/2018/11/NECP_131118_final.pdf


MARKET:

INVESTORS

Fixed Income/ Dividend  
Investors

Companies looking to 
add Sustainability 
themed positions in their 
portfolios.

Greek Bond IPO Oversubscriptions indicate excess 
demand for Fixed Income Opportunities 
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380 bil €
CAPEX by 2030

in Europe

Source : New Wind Capacity Scenarios, WindEurope.org | Global Trends in Renewable Energy Investment , Frankfurt School-UNEP Centre/BNEF. 2018.
New Wind and Solar Projects 2020 - 2030

https://windeurope.org/wp-content/uploads/files/about-wind/reports/Wind-energy-in-Europe-Scenarios-for-2030.pdf


PARITY

Sneak Peak of the Platform

ParityPlatform.com

https://www.linkedin.com/company/parity-platform
https://medium.com/parity-platform


PARITY

Download the presentation:

bit.ly/2IIqGSv

Contact Us:

C.Stefanatos@parityplatform.com

v.rallis@parityplatform.com

http://bit.ly/2IIqGSv
mailto:C.Stefanatos@parityplatform.com
mailto:v.rallis@parityplatform.com
https://www.linkedin.com/in/christosstefanatos/
https://www.linkedin.com/in/vasilisrallis/


• Price of capacity auctions

• Is continuous reduction of feed in tariffs 
sustainable?

• Are the thermal base load units able to provide 
the necessary flexibility to the system to support 

the growth in RES (duck effect)?

• Prospects of electricity demand

• Increase of gap between SMP and Tariffs may turn 
RES compensation not sustainable

• RES can be a significant energy source for 
Greece given limitation on lignite and lack of 
gas sources locally.

• Crete and islands interconnection

• M&A opportunities may arise towards a 
consolidation in the market

• Refinancing of existing Projects

• RES Account Deficit: Although accounting 
deficit is eliminated risk of adequate 

funding remains

• Market Liquidity: Liquidity risk is closely 
monitored given that regulated charges 

are paid by Suppliers which in turn collect 
those from households which face the 

well known financing constraints.

• Transmission: Further renewables 
expansion requires substantial CAPEX 
investment on transmission network, 

especially for non interconnected islands.

• Stable Revenue stream: Fixed feed-in tariffs for 
adequate period to secure returns.

• Low Opex: operating expenses are limited

• Proven technology: risks related with 
technology can be low in most renewables

• Excellent wind and solar conditions in Greece

Strengths Weaknesses

ThreatsOpportunities

A look at the RES Market ( SWOT)


