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Stakeholder Mapping
Identification Session

Logframe Matrix

Energy Action Plan

Low Carbon Assessment

Multicriteria Analysis

Business Project Finance
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Performance Financing

Green P. Procurement
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Plan_what

Faced by the liquidity constraint of the financial sector on the one
hand and the large number of projects (energy, social and
environmental infrastructure ) on the other hand, FP is becoming
an increasingly important part of structural solutions for credit
enhancement and risk mitigation.

Objectives

Reduce public risk, improve efficiencies and create new and
innovative solutions to project delivery.

Introduce new forms of co-financing through active risk-sharing:
public financial institutions and commercial financing partners in
public infrastructure development and renewal projects — which
are integral elements of sustainable and balanced regional
economic growth;

Introduce and transfer state-of-the-art technology and
management know-how, scaling and speeding up low-carbon
innovations and their market diffusion.

Key technical features of FP

A common form of PPP-based financing - allowing project

consortia consisting of companies with various financial capacities;

Non/limited recourse nature — requiring thorough due diligence

and risk analysis;

e Risk allocation is the key to limit the risk for all parties involved
and allow for high leverage;

* Often combined with other guarantee instruments (e.g. partial
credit guarantees, off-take agreement ) for risk sharing and
credit enhancement, and thereby to reduce loan costs.
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WF o XRS5 T8 E R R AR IR I H &G 1 X revenue that the project will generate over a period of
time as this is the means to pay back the debt. This

amount is then adjusted to reflect inherent risks involved
in the project.
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Process_how

Project finance is a common financing mechanism for long-term,
labour-intensive projects, involving large volumes of capital.
Consequently, risks are abundant and may emerge any stage in the
project cycle.

WHO

Project finance has many participants who participate at different

stages of a project’s development and operation:

v Sponsor company (companies): initiate the project on their
own, or through host government’s procurement process.

v’ Special Purpose Vehicle (project company): Created by a project
sponsor as the legal entity for the purpose of constructing the
project.

v/ Host government: Procure a sponsor company to build the
project on behalf of the government; It is also common for the
host government to be a provider of sovereign guarantees, e.g.
in form of off-take agreement.

v’ Financial institutions (multilateral,

v’ regional development banks, bilateral, and commercial banks:
provide loan, guarantee, risk insurance, equity ownership,
technical and operational support.

v’ Contractors and builders: Lease equipment and are involved in
the construction of the project. As significant construction risks
can be involved, it is essential that risks are clearly allocated in
agreements.

v Infrastructure operators: Once the project is completed, either
the SPV or other company will take over the site and operate the
facility.

v Customers (e.g. off-take purchasers): Sponsor or SPV seek out
and sign an off-take agreement for the product or service the
project will generate. Often, the host government is the off-take
purchasers.

)
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Plan_what

Performance-based financing is heavily relying on governments’ green
policies and regulations to generate demand for products and
services associated with improvement in energy — and environmental
performance, for instance, in building energy savings. .
Description

Energy Service Company (ESCO) is a new business concept and typical

example of performance-based financing vehicle for promoting end-

user/demand-side energy management. The ESCO business model is to:

* Provide an energy-savings guarantee to an end-customer in form of
Energy Performance Contract (EPC);

e Arrange financing through a third party in exchange for a
performance fee and a share of the savings from energy efficiency.

The building sector, particularly, commercial and residential is

important, but significant structural barriers exist:

» Conflict of interest b/w owner vs. tenants :Owners are the ones to
make investment decision but they do not pay for energy
consumption;

e Short-term payback period: Commercial and residential sectors
often request less than three-year payback period, which makes large
improvements unattractive;

* High cost of capital: Financial instability in the nonpublic sector
causes approx. 10% APR financing, whereas public jobs get approx.
5% APR;

e Less government incentives and mandates: Most of the building-
energy-efficiency improvement mandates are focused on public
buildings;

* Less government incentives and mandates: Small-scale buildings
compared with public buildings, especially for schools and
government buildings.

China has green building targets in the 12t FYP

Source: ESCOs in the US and China, McKinsey &
Company, 2011
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ESCO is an energy-saving solution business, broadly ranging
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Source: ESCOs in the US and China, McKinsey &
Company, 2011
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Activities

Energy
consulting
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System
design
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Imple-
mentation
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Operation
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* Energy-efficiency audit
® Financing

¢ Supporting energy infrastructure
design
® Equipment type and brand selection

® Project management

* Solution integration

* Site construction and equipment
installation

® Energy consumption monitoring

* Maintenance

* Rate analysis and risk management
* Billing administration
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Plan_what

GPP involves environmental standards in the public procurement
process, so the procurement process can be a powerful “market-
creation” tool to stimulate uses of environment-friendly and
resource-efficient products and services.

Objectives

Public authorities are major consumers in Europe: they spend

approximately 2 trillion euros annually, equivalent to some 17% of the

EU’s gross domestic product. GPP will help to:

* Achieve significant direct environmental benefits

e Drive the market for greener products and services

e Set an example for corporate and private consumers

Key principles of GPP

e Best value for money — against lowest price

* Fair and open competition

e Transparency and predictability

e Support for life cycle based cost and environmental impact
assessments

A SME perspective

Are criteria objective and accessible for SMEs ?

e SMEs are often concerned that eco- and social procurement is
misused to protect incumbents and large competitors.

EU’s sector specific mandatory GPP rules

* Energy Star Regulation (2008): Obligation to buy energy efficient
office equipment;

e Clean Vehicles Directive (2009): Obligation to buy environmental
friendly vehicles

e Energy Performance of Buildings Directive (2010): Obligation for
new buildings owned and occupied by public authorities to be
“nearly zero-energy” by the end of 2018;

* Energy Efficiency Directive : “Soft” obligation to purchase energy
efficient buildings and equipment of the highest energy labeling
class.
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Perceived barriers for green public procurements

in EU MS and OECD countries

* Concern over possible higher price

* Lack of monitoring and evaluation mechanism

* No/little incentive to take green criteria into
account

* Concern regarding quality

* Lack of sufficient offers

* Lack of guidance and legal expertise in applying
environmental criteria

* Limited established environmental criteria for
products/services

* Lack of practical tools, information and training

* Lack of co-operation between authorities

* Legal uncertainty at the national and the
international supranational level

Description

GPP is a process whereby public authorities seek
to procure goods, services and works with a
reduced environmental impact throughout their
life cycle when compared to goods, services and
works with the same primary function that would
otherwise be procured. ((2008) 400 Public
procurement for a better environment)
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Process_how

Governance and technical basis

National GPP Action Plans (NAPs):

v’ Engaging stakeholders: including procurers, government
representatives, suppliers and trade associations

v' Identification and prioritisation of product groups

v’ Setting targets and specific measures to promote and implement
GPP

v’ Creating supporting measures of training, communication and
monitoring

Common EU GPP criteria is developed for each product/service group

based on detailed technical reports, outlining:

v’ Scope

v' Technical characteristics

v’ Key environmental impacts during production, use phase and end
of life of products;

v’ Existing technologies

v’ Related legislation

v Market availability

v’ Cost considerations

GPP Criteria have been developed covering 19 product/service

groups and follow the procurement process, including:

v' Definition of the subject matter

v Minimum technical or functional specifications

v’ Selection criteria related to the capacity of bidders to perform the
contract

v Award criteria for the comparison of offers and contract
performance clauses.

WHO

Politicians and managers — involving decision makers

A green procurement policy with quantifiable environmental targets

v' An efficient procurement organisation co-ordinating and making
use of specialised skills

v/ Committed and supportive management
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Purchasers — efficient and simple tools +

purchasers’ skill Prioritising the most

important products and environmental issues

v'Measurable targets for environmental
benefits and financial savings

v'Being aware of what the market has to offer

v'Open and transparent dialogue with suppliers
throughout the process

v'Involving users in the procurement process

v'Life - cycle based product assessment and
prioritising environmental criteria in the
evaluation

v'Environmental criteria comply with legislation

Users — Continuous follow-ups

v'Evaluation of the experiences of end-users

v'Follow- up of environmental criteria by
issuing questionnaires, making random
checks and visits to suppliers —the market
wants this feedback!

v'Communicating environmental benefits and
other positive results within the organisation



