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Solar Opportunities Arise in
Thailand

| n 2008, solar energy accounted for less than 2 MW
of installed capacity in Thailand. But as technol-
ogy costs continued to fall and the government
began providing incentives for solar developers,

Dr. Wandee Khunchornyakong, a retired solar panel
manufacturing executive, dreamed that Thailand
could be home to an unprecedented solar boom.

In 2009, Dr. Khunchornyakong’s conviction in the
potential of utility-scale solar brought her to a local
office of Thailand’s Provincial Energy Authority
(PEA) to inquire about securing solar farm permits.
With no one else in line for permits, the clerk
requested that she “please take more, since no

one wants them.” Sensing a tremendous market
opportunity, Dr. Khunchornyakong soon obtained
34 solar farm permits that would provide the
foundation for her company, Solar Power Company
Group (SPCG). She was officially out of retirement
and on a mission to bring solar energy to Thailand
in a big way.
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Financing for an Unproven
Market

With permits in hand, Dr. Khunchornyakong envi-
sioned a massive, 34-site solar photovoltaic (PV)
development in the sunny, rural areas of northeast
Thailand. Totaling about 204 MW, these projects
would help Thailand move toward a low-carbon
growth path and reduce the country’s reliance on
imported energy, while driving economic growth
in some of the most impoverished regions of the
country.

There was only one missing piece to the plan:
financing. Dr. Khunchornyakong needed to con-
vince investors to place big bets on her large-scale
solar plans. Unfortunately, even though the projects
were supported by the Thai government’s ESCO
fund, investors were hesitant to provide capital to a
largely unproven market. In 2010, the International
Finance Corporation (IFC) stepped in to provide
support for Dr. Khunchornyakong’s pilot projects.
The projects, accounting for almost 20 MW of
installed solar capacity, began going online in April
2010 and laid the ground work for SPCG to start
scaling their solar farms.

Why do MDB’s Blend Concessional Finance?

IFC AND THE CLEAN TECHNOLOGY FUND LIGHT UP THAILAND

Thailand’s Economic Growth Presents
Energy Challenges

Thailand is one of Asia’s foremost develop-
ment success stories, and the country has
recorded decades of sustained growth and
poverty reduction. Thailand’s economic
growth, however, has also resulted in signifi-
cant increases in energy consumption and
associated greenhouse gas (GHG) emissions.
Energy intensive sectors such as industry
and motorized transport have largely driven
Thailand’s energy demand growth, with fossil
fuels accounting for over 80% of the coun-
try’s total energy consumption. Over 60%

of the country’s primary energy supply is
imported, and in 2012 Thailand’s oil imports
alone reached a record $38 billion, or 9.3%
of GDP. To keep pace with energy demand
while ensuring economic and environmental
sustainability, major new investments in the
power and transport sectors are needed.

Sources: EIA, Reuters, CIF

¢ By deploying concessional funds, such as those
provided by CTF, MDBs can help mitigate
risk, reduce market barriers, and improve the
economics of climate-smart projects

* These projects could not otherwise be
developed on a purely commercial basis

e ‘Blended’ financing instruments are structured
to help demonstrate a project’s financial viability
and help address the specific challenges of a
high-potential yet challenging market

* Blended finance thus paves the way for future
projects in the sector to be financed on fully
commercial terms
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Challenges, then Solutions, in The Clean Technology Fund in

Scaling up Solar Thailand
Support from the Thai government’s ESCO fund and The CTF represents one of the four fund-
IFC helped provide the solar market with an initial ing windows that make up the multi-donor
boost and demonstrated that large scale solar PV Climate Investment Funds. The CTF offers
was possible in Thailand. But to reach a sustainable developing countries incentives to scale up
market growth trajectory, solar developers required technologies that will reduce greenhouse
strategic financing to move from government- gas emissions. Each CTF investment plan is
subsidized pilot projects to purely commercial solar tailored to align with country development
farms. Indeed, even with three successful solar objectives and environmental policy goals.
farms online, SPCG was unable to attract neces-
sary long-term financing for its follow-up projects The government of Thailand has received
from local banks, which were concerned about solar $170 million in CTF financing to support
viability in Thailand. a portfolio of investments geared toward
achieving significant GHG reductions and
To help sustain the solar sector’s momentum in accelerating private sector investment in
Thailand, IFC stepped in to support SPCG’s follow- utility-scale clean energy projects.

up solar farms with an innovative financing mecha-
nism known as ‘blended finance.’ By providing
SPCG with a financing package with $8 million of

IFC’s commercial funds combined—‘blended’—with Korat 2 and Loei 1 with crucial financing to move
$4 million in concessional finance from the Clean the projects towards financial closure. By late 2071,
Technology Fund (CTF), SPCG secured previously the solar farms had begun supplying clean, renew-
unavailable long-term financing for its 6.12 MW able power to Thais, paving the way for SPCG to
Korat 2 and 6.12 MW Loei T solar farms . IFC’s CTF- transition from a small-scale solar developer to the
supported financing also helped reduce long-term largest solar farm developer in Thailand.

project finance risks for lenders and sent positive
signals to the local financial markets for utility-scale
solar. Indeed, once IFC committed its support via
blended finance, local lenders Kasikorn Bank, Bank
of Ayudhya, and Thanachart Bank agreed to provide

FIGURE 1: SPCG’s Solar Farm Capacity (MW)
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Blended Resources Drive Clean
Energy Growth

IFC’s and CTF’s investments helped provide

Dr. Khunchornyakong with the support necessary
to bring her transformative solar farms over the
finish line. “IFC is a trusted partner at every devel-
opment stage of our renewable energy investment
plan” Dr. Khunchornyakong said in an interview.
“Financing by IFC, the Clean Technology Fund and
other partner banks is critical to the realization

of our target to have 204 MW of solar generating
capacity operational by 2013,” she said.

In fact, the early support from IFC, along with the
critical financing boost from CTF, have enabled Dr.
Khunchornyakong to go beyond her original plan
and expand the 204 MW development to over

250 MW. SPCG’s solar farms are expected to attract
upwards of $800 million of clean energy invest-
ments while avoiding over 200,000 tons of CO,
emissions annually, the equivalent of taking more
than 40,000 passenger vehicles off the road or
eliminating the use of almost 500,000 barrels of oil
each year.

The financial success of these early solar farms

has helped drive private investment in Thailand’s
clean energy sector, prompting industry analysts

to identify Thailand’s solar market one of the most
attractive among the world’s emerging econo-
mies. Thailand is now well on its way to meet its
aggressive goal of 3,000 MW of solar PV by 2021,
which will be instrumental to improving Thailand’s
energy security and economic sustainability moving
forward.

As Thailand’s pioneer in solar farm and solar rooftop
development, Dr. Khunchornyakong considers her
solar farms a model for other countries that are
looking to scale up their renewable energy. “Solar

IFC
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Source: IFC

energy is the ‘endless power’—it’s clean and avail-
able at no cost,” she said. “Other countries can repli-
cate our experience in Thailand and undergo similar
transformations that benefit their citizens.”
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