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The case for distributed
solar power in Europe

Europe’s centralised power networks need reimagining and distributed

commercial and industrial solar power generation is the obvious answer,

say True Green Capital Management’s Panos Ninios and Sam Salisbury

How is the current

geopolitical situation in
Europe impacting the market
opportunity for distributed
solar?
Panos Ninios: We believe that Eu-
rope has become a more interesting
market for renewables generally, and
solar in particular, since 2019, owing
to the move away from feed-in tariffs
to more of a market-based framework.
More recently, while the energy tran-
sition was already well under way, war
in Ukraine has made the situation even
more urgent because of the critical vul-
nerabilities it has exposed around the
control of energy supply.
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What regulatory support

is the sector subject to
today?
Sam Salisbury: The distributed solar
sector is highly regulated. Even in an
ostensibly deregulated market such as
the UK, there is still plenty of regula-
tion. It is important to remember that
regulatory incentives are far broader
than just subsidies.

First of all, there is the REPow-

erEU plan, which includes a rooftop
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solar initiative and is underpinned by
ambitious targets. Then, at a country
level, the major economies have all set
legally binding targets to hit net-zero
emissions by 2050, and have translated
these into sub-targets and programmes.
These programmes are supported, in
some cases, by feed-in tariffs, as well
as contracts for difference, providing
long-term stable prices.

We are also seeing growth in
subsidy-free projects. But just because
we call them ‘subsidy free’ does not
mean that they do not benefit from
favourable regulatory conditions. Ex-
amples would include behind-the-me-
electricity

ter projects delivering
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“It is important

to remember that
regulatory incentives
are far broader than

Just subsidies”

SAM SALISBURY

directly to customers, which benefit
from avoiding transmission and distri-
bution charges, as well as other costs
that might be added to electricity bills
such as the green levy in the UK.
Projects may also benefit from ex-
port guarantees. In addition, govern-
ments are investing in supply chains.
Just look at the rhetoric around Scot-
Wind’s release of oftshore wind territo-
ries, as well as local authority and social
housing decarbonisation funds in the
UK, which are investing in the supply
chain in order to retrofit housing stock.
These are all positive regulatory inter-
ventions that we see in the sector.

What implications is the

withdrawal of feed-in-
tariffs having on the market?
PN: Historically, accessing feed-in
tariffs has been as simple as making an
application to a government entity: if
you fulfilled the criteria, the allocation
would be granted. It was a bureaucratic
process and pretty much anyone could
do it. Going forward, there will be a

Why have you made the decision to focus on Europe, as
a US investor?
Panos Ninios: Historically, Europe has not looked attractive because

feed-in tariffs encourage a race to the bottom, attracting the lowest cost of
capital and precluding any sort of interesting return. However, when feed-
in tariffs began to tail off in 2018, we started hiring people and spending a
lot of time researching different European countries. The reason that we
are particularly excited about the European opportunity is that we feel that,
at least in the medium term, we have a competitive advantage. We know
how to operate in this kind of market-based environment because, as of

10 years ago in the US, we have faced certain issues associated with C&I
solar including site origination, customer access and acquisition, contract

negotiation, credit-risk management and commodity exposure.

move to a more market-based envi-
ronment which will differ significantly
from country to country. To give you
two extremes: in Spain, there will be
true commodity exposure to the power
markets, meaning you can either sell at
spot or sell forward, but ultimately you
will need to build comprehensive com-
modity risk management infrastructure
in order to operate profitably in that
volatile market.

In contrast, in France, we are seeing
the emergence of lease-style bilateral
contracts with owners of real estate.
Here, you will need to understand the
counterparty and legal issues involved
in what will ultimately become real
estate transactions. In other words, in-
vestors are going to have to become a
lot more sophisticated and to broaden
their resources and expertise dramati-
cally to deal with a number of very dif-
ferent market environments.

What impact do you
expect from the measures
announced by European
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governments to reduce
electricity and gas demand?

SS: First of all, I would emphasise that
gas is the problem that everyone is
worrying about. Gas is, of course, used
to generate electricity and so it has be-
come important to reduce both gas and
electricity demand. My assessment is
that these measures are positive for the
renewables industry and particularly
for distributed renewables.

Why? First, demand reduction tar-
gets usually apply to demand from the
central grid. Distributed assets reduce
that demand. In France, for example,
government edicts around reducing
overall consumption, position self-con-
sumption — where you produce and
consume your own electricity — as re-
ducing consumption levels overall.

Second, we see these targets as an
accelerant for the evolution of the Eu-
ropean electricity system. When gov-
ernments talk about electricity systems,
they are focused on three dimensions:
security of supply, affordability and

impact on climate. Gas has become
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very expensive and is expected to stay
expensive. It is less secure than it was
historically thought to be, and it is cer-
tainly not green. That should acceler-
ate the energy transition.

After all, demand reduction targets
are short-term measures to control
prices. But what is the long-term solu-
tion for reducing reliance on gas? The
obvious solution is distributed genera-
tion, coupled with storage, which can
match supply and demand locally and
which has the added benefit of not
requiring expensive upgrades to dis-
tribution and transmission networks.
Everything is pointing to the end of
the cheap gas era — distributed renewa-
bles generation and battery storage are

primed to fill that gap.

Which geographies within

Europe do you see as
interesting when it comes to
distributed solar and why?
PN: There are two different jurisdic-
tions that we are particularly interested
in right now, and for different reasons:
France and the UK. The UK has al-
ways been attractive and is a more mar-
ket-based environment, and we think
there is huge scope for commercial
and industrial deployment, particularly
with regards to social housing.

France, on the other hand, has his-
torically had a centralised, regulated
power sector through EDF (and just a
couple of months ago, the prime min-
ister announced plans to fully rena-
tionalise EDF to stabilise its finances
and develop France’s nuclear power
industry). But gas price caps cannot last
forever, and France needs solutions be-
yond nuclear, which take time to build
and always end up being more expen-
sive than planned.

Distributed solar generation, by
contrast, can be rolled out quickly and
affordably, so it makes sense from a
high-level, economic perspective. At
the micro level, meanwhile, what is
attractive about France is that there is
already a regulatory framework around
self-consumption in place, which can

“If we had to rebuild
the power system from
scratch today, we
would never go down
the centralised power

generation route”

PANOS NINIOS

be rolled out on a building-by-building
basis.

How would you describe

the competitive dynamics
in the sector?
SS: There are few players that cross
national boundaries, largely because
regulation is set at a national level.
There are language barriers as well.
Meanwhile, the largest and oldest
players in the market tend to gravitate
towards utility-scale projects. Most
private and public funds, corporations
and big banks have come to the con-
clusion that it takes the same amount
of effort to build a IMW project as it
does a SOMW project, and so it is more
efficient to deploy capital at scale. That
has resulted in high valuations and low
returns in that space.

By contrast, the market for small-
er projects — SMW and under — is in-
credibly fragmented. Scores of play-
ers represent up to 50 percent of the
market in most geographies and are
typically regional, rather than national.
The process of developing projects in
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this size bracket is highly relationship
driven and technical, which means that
competition is relatively scarce and the
returns are far higher.

So, why isn’t there a flood of capital
entering this market? It goes back to Pa-
nos’s point about the expertise required
to understand contract structures that
are acceptable to off-takers, as well as
finance providers. You have to be able
to manage market risk and you have to
have patient capital to build scale. You
need to have relationships with debt
providers and prospective buyers in
order to refinance and boost returns.
In addition to an investor’ skillset, you
also need construction and operational
knowhow, so that you can support your
partners in delivering value.

PN: There is a huge amount of growth
ahead of us in this industry; the trick
will be in the execution. Those groups
that succeed in capturing market share
will be those that can execute best
across a variety of risk environments
and in a market that has become a great
deal more complicated than was the
case during the feed-in tariff era.

What do you believe

the future holds for
distributed solar?
PN: Our thesis is that distributed solar
with batteries makes a lot of sense and
that, over time, a large slice of the en-
tire power generation base will move to
a distributed solar with batteries model.

To put it a different way, if we had to

rebuild the power system from scratch
today, we would never go down the
centralised power generation route.
There are far more efficient and af-
fordable options for producing power
today, and I believe we will see a gener-
ational shift in power generation from
centralised to distributed models, just
as we saw a generational shift from
fixed telephony to mobile phones.

Panos Ninios is co-founder and managing
partner and Sam Salisbury, based in London,
is director of origination at True Green Capital
Management
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11-year track record of
sustainable investing

Focused on the U.S. and
European distributed commercial

and industrial solar power
generation markets

Sustainable Solar

® We believe the next energy transition is underway, where distributed power will become
the way to power our world.

® We believe the continued increase of power prices, decreasing entry costs of distributed
power generation technology, and favorable regulatory environments in both the U.S.
and Europe will continue to lead to compelling investment opportunities.

® Our goal is to deliver attractive returns for our investors while remaining committed
to all the Firm’s stakeholders and the local communities in which we operate.
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