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Solar market boom
driven by subsidies

The solar photovoltaics (PV) market has grown significantly from 5,000 to 750,000
installations in the last 5 years driven by subsidies which have led to project returns
of between 10–20%.

Dramatic reduction in
solar PV subsidies …

The speed of deployment of projects has caught the Government off-guard and the
total solar PV ‘subsidy pot’ is forecast to be overspent by £1.5 billion. To address
this, a material reduction of subsidies has been announced with tariffs slashed by
59% and upwards for all capacity classes, affecting new projects from 8 February
2016.

… coupled with caps on
the number of projects

The Government has also introduced restrictive caps on the number of new projects
that can receive the subsidy which will be limited to 49% of 2014 volumes.

Short-term
boom-bust cycle

High levels of activity are expected across the supply chain ahead of the January
2016 cut to the solar subsidy. Thereafter, we anticipate an 18-24 month market
downturn as installers struggle to make all but the best projects financially viable.

Longer term recovery We anticipate recovery in the sector in the longer term as the performance and cost
of solar panels continues to improve with market commentators indicating solar
power will be on par with the wholesale market price of electricity by 2020.

Initial market fallout A number of solar development and installation companies such as Mark Group
have already entered administration (October 2015) due to the fundamental
worsening of the economics of solar projects.

The primary manufacturers of
solar panels are based in China,
US and Germany.

The average cost of production is
estimated to have reduced by
over 50% over the last 5 years.

There is very limited solar panel
manufacture in the UK.

It is estimated that the solar PV
industry employs over 34,ooo
people.

The market is relatively
fragmented, with 174 MCS1

registered installers at over
£10m turnover.

In recent years some installation
companies have entered into
relationships with asset
management funds.

1 Microgeneration Certification Scheme

Solar projects are typically
classed as residential,
commercial or solar farms.

The largest customer group (by
volume) is residential with 2%
of homes in the UK having
installed solar panels. Payback
for these projects will worsen
from 5 to 20 years as a result
of the subsidy cuts.

Returns on commercial and
stand alone solar farms also
look challenging.

InstallationManufacture Customer

Sector overview
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• The number of installations has increased from
5,000 in 2010 to over 750,000 in 2015.

• The quality of solar panels has improved significantly
over the last 5 years, whilst the cost has decreased by
over 50%.

• The feed-in tariff (FiT) subsidy was introduced in
2010 to promote the adoption of solar energy and has
directly led to a significant growth in the sector
which now employs c.34,000 people.

• However, this subsidy has come at a cost with the
DECC forecasting FiT overspend will make up £475m
of the total £1.5bn overspend by 2020.

• As a result the Government has announced significant
reductions in the level of subsidies for solar PV and a
cap on the number of qualifying installations.
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• DECC has announced that FiT levels will be reduced
in every category from 8 February 2016.

• Residential projects have seen the largest value
reductions of 65% from 12.47p to 4.39p/kWh post
review.

• There are further reductions on a planned quarterly
degression to remove all subsidies by April 2019.

• DECC has also introduced caps on the total volume
of installations that will qualify for the FiT subsidy.

• The cap for 2016 has increased from 24,140
installations in the original consultation to 65,818
which is only 49% of the 135,000 actual installations in
2014.

• Therefore, even if installers can make projects
viable under the new subsidies they will soon hit
volume limits.

Actual Cap

Project size 2014 2016 2017 2018 2019(Q1)

Residential/small commercial Sub 50kW 134,284 65,530 70,920 76,660 20,010

Large commercial 50kW to 5mW 440 288 328 358 92

Total(s) 134,724 65,818 71,248 77,018 20,102

Proportion of 2014 actual 49% 53% 57% 15%

December 2015

Number of solar PV installations (cumulative)

Feed-in tariff

Key changes
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Large manufacturers operate on a
global scale and the UK represents
a small proportion of their
market.

There are a small number of UK
manufacturers and these are likely
to suffer.

We anticipate the volume of
installations to reduce dramatically
from February 2016 for the next
24-36 months.

A number of residential solar
installers are likely to fail as their
business models become financially
unviable.

It is anticipated that diversified
companies are in the strongest
position to survive with capabilities
to focus attention to stronger areas
of their business. The winners will
be companies with highly diversified
portfolios both across industries
and geographical regions.

Subsidies are fixed for existing
projects, protecting customers
and asset owners.

The financial returns on new solar
projects will significantly fall,
reducing investment in this sector.

InstallationManufacture Customer

Strategic

• What is the strategy to deal with the market changes?

• How resilient is the strategy to volume shifts?

• What M&A/consolidation options are available? Does
this deliver synergies or move the business along the
value chain?

• Should the solar panel operations be wound down on a
solvent basis?

Operational

• How much can the business afford to standstill?

• Is there a detailed view of the cost base
and profitability? Are costs being reduced as margins
decrease?

• Does the business have the operations in alternative
markets globally to diversify focus?

Financial

• Does the business continue to be financially viable?

• Can the business survive the period of change?

• Does the business need short or medium term funding?

• Is there an opportunity to improve working capital to
release cash from the balance sheet?

Commercial

• How does the business ensure it has a proportion of the
restrictive cap?

• Does the business have the experience to focus
on alternative forms of renewable energy?

• What are competitors doing?

Key considerations
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We have strong sector credentials, having worked closely in the energy sector over a number of years. Our experience
helps us to understand the challenges and options available to our clients, and to translate this into clear, unambiguous
advice.

Suntech Power
Holdings Co. Limited

Vestas Wind Systems
(refinancing and
managed exit)

Belgian renewable
energy distressed
M&A

Vestas Wind Systems
(working capital)

Joint Provisional
Liquidators for
manufacturer and
distributor of
photovoltaic panels with
operations throughout
Asia, Europe and
America.

Worked with the directors
and management of the
company to secure the
assets and implement a
restructuring process.

Assisted management
in securing short-term
bridge financing whilst a
longer term restructuring
was pursued.

Advised on the optimal
refinancing strategy;
acting as lead adviser.

Advise and assistance in
the solvent wind down
and closure of a £123m
turnover wind turbine
blade manufacturing
business

PwC acted buy-side in
assisting our client in the
bidding and purchasing of
assets from a renewable
energy company.

PwC assisted in
developing a framework
of holding and debt
structures, and developed
a business model and
strategy for the assets and
stakeholder management.

Total working capital
diagnostic review which
identified c €1bn of
benefit potential.

Comprehensive six-
month implementation
program to realise €1bn
of working capital
improvement and deliver
the cash benefits over a
timespan of 3–6months.

Homesun Solar PV transaction
(confidential)

JLENEnergy Dept, Republic
of South Africa

Financial advisor to
HomeSun on the disposal
of its UK portfolio of
7,000 roof mounted
solar PV panels.

PwC advised on all
aspects of the transaction.

The portfolio was sold to
Aviva Investors.

PwC is currently
providing buy and sell
side corporate finance
advice to a number of
clients in relation to UK
solar PV projects. The
projects we are involved
in total over 50MW of
installed capacity.

PwC acted as an
independent valuation
adviser on the listing of
the JLEN fund and have
subsequently been
retained as valuation
advisor

The original portfolio
included a number of
wind and solar assets
totaling c.54MW of
installed capacity.
Subsequently a number of
further solar assets
have been acquired.

PwC advised on the
procurement of over
3.5 GW of renewable
generation, including
solar, wind and hydro
in South Africa.

PwC was involved
throughout the upfront
design of the programme
and during each of the
tender rounds, with over
100 bids being evaluated
to date.
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This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You
should not act upon the information contained in this publication without obtaining specific professional advice. No representation or
warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the
extent permitted by law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information
contained in this publication or for any decision based on it.
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