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The Level of Risk

The Cost of Capital (Debt and Equity)

Rate of Return Required

Financeability and the Business Case 

Why is the risk level important?



Regulatory

Currency

CounterpartyPhysical

Geo-political

Legal

Types of Risk (1)



Types of Risk (2)

‒ Regulatory Risk: changes to the regulations 

or incentives affecting the scheme.

‒ Currency Risk: supply chain impact of 

exchange rate changes.

‒ Geo-political Risk: country specific 

uncertainty.

‒ Physical Risk: Adverse weather, ground or 

other conditions.



‒ Legal Risk: Integrity of the judiciary.

‒ Counterparty Risk: Covenant strength of 

the off-taker? Covenant strength/contract 

performance of contractor/operator?

Types of Risk (3)



Understanding 
the Risk

Allocation and 
Control

Insurance

Risk Management Overview



Can the 
risk be 

controlled?

Is the risk insurable 
and at what cost?

Which 
party is 

best placed 
to control 

it?

What is the cost of 
control?

How much 
risk is 

assumed?

What about residual 
liability?

Risk Allocation Consideration



• Qualification Stage – Financial and technical 
checks

• Performance security- guarantees and bonds

• Damages and Liquidated Damages

Counterparty Risk

• Extensions of Time

• Additional Costs

• Force Majeure 

Physical & Geo-
Political Risk

• Change of law provisions

• Price adjustment provisions
Regulatory and 
Currency Risk

Risk Management Tools
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Disclaimer

The information contained in this document is confidential to you; it is not to be shown, quoted or referred to, in whole or in

part without our prior written consent. It has been prepared for the purposes of information only and is only valid as at today’s

date. It serves only to alert the reader to recent legal developments or provide general information regarding a legal topic and

to act as a guide; it is not a comprehensive or definitive statement of the law. It should therefore not be relied upon in place of

specific legal advice. We exclude all liability (in negligence or otherwise) arising from any reliance placed on the information

contained within this document by you (or any third party) for any purpose, to the maximum extent permitted by law.


