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Green energy goes toxic

Spain's financial and capital city considers the disintegration of the renewable energy sector

Francisco Solchaga

& principios y mediados

dal 2000, la comunidad
financiara an Madrid disfruls
e Una época de grandes
olerlas an el seclor de la
enamgia renovable, dice
Francizco Solchaga de Araoz
& Rueda. Paro eso ahora
mismo ha terrminado, ya que
la nveva ley vigere y o
Impuesion adiconales que
e aplican, han dejando al
sachor én un estado crition

Dhering the boom era of the early-to-mid-
20005, the financing community in Madrid
enjoved a run of big deals i the green
energy sector, savs Francisco Solchaga,

an Energy Partner at Araoz & Rueda in
Madrid, And billiens of Euros in project
Bnancings were secured for wind parks and
solar power schemes.

Bul Solchaga says this boom is now
over and renewable energy investments
have ground to a halt. “The Government
approved several regulatory tax and
aceounting measures provoking a
substantial decrease in the returns of the
plants and has now announced a new law
that will reduce the energy tariifs even
further as well as sdditipnal taxes an green
projects,” he explains. “All these have Left
the sector in semething of a crisis.”

Sponsors in some areas, such ag
photovoltaic solar, have seen their returns
slashed by wp to M) percent in recent years
off the back of tarilf changes and tax. As
such, mast of them (but not ally are able
to cover debt payments for the project

financimg but have ne margin for profit
themselves, “If more changes come into
effect, it is uncertain what will happen to
the sector,” Solehaga adds, “Sponsors will
nat want b ran prajects for nothing while
banks will be cauttous about the potential
lesses bo their balance sheets,”

There 15 now genuine market congern
that the renewable energy sector could run
ity similar difficuliies as the Spanish banks,
which faced a melbdown after the collapse
af the real estate market.

“There has been the suggestion of a "toxic
bank’ for renewable assets but it is worth
remembering the assets themselves are not
toxic,” Solchaga says. “They are operational
and would be profitable if the Government
reforms had ot reduced returns so
drastically.”

There could instead, he adds, be some
refinancing or restructuring of payments
to beast marging. Unfortunately, it is not
clear if this will be a long-lerm solution and
spongars, banks and lawvers in Madrid are
preparing for a new potential crisis.
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