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Project_practice
Where: Denmark
What

Municipalities across the world have become increasingly engaged as local
promoters and coordinators of green finance. Danish Government’s work on
promoting the biogas system attached to district heating system through the
combination guarantee and debt finance is an illustrative example.

District heating systems are capital intensive and their financial economic
viability depends on: 1) High and fast connection rates in the area of supply 2)
getting the cost of debt finance down.

How

¢ The project company: loan taker of the biogas system and is a not-for profit
consumer owned district heating company;

¢ The local municipality: guarantees a project finance loan given by the Danish
Bank for Municipalities (Kommunekredit);

¢ Kommunekredit: joint owned and jointly guaranteed by all Danish
municipalities and can according to its statues, only lend against a 100%
municipal guarantee. This set-up enable to the Bank to have a “AAA” rating —
which is essential to secure its financing from the international capital market.

Outcome

As a result, the biogas plant gets a long-term loan at the highly competitive

interest rates. This concept of municipal backed guarantee to facilitate access to

project finance for local infrastructure development could be relevant for low-

carbon energy- and urban infrastructure development in many countries.

One step further

These kinds of Local Government Funding Agencies (LGFA) have 200 year history

in Europe and have demonstrated important changes:

¢ Huge cost reductions in financing costs — much lower than commercial banks

e Strongimprovements in the municipal creditworthiness best practices
replicated

e LGFAis resilient in financial crisis — funding secure at all times

A systematic approach to innovative green finance partnership, in form of a EU-

China Vehicle for Regional Sustainable Urban Development? With a focus on:

e Sustainable urban development

e Export of and investment in clean-tech

Source: Public Backed Guarantees as policy
instruments to promote clean energy, UNEP, 2010
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Procedure

Step 1 : Preparation for bidding
The sponsor company assesses project viability (e.g. technical,
legal, environment) before bids on project

Step 2: Concession agreement

Host government tenders a project (procurement process) and
awards the project to a sponsor company. The sponsor company
and the host government sign a concession agreement

Step 3:: Special Purpose Vehicle (SVP)
The sponsor company establish an entity, i.e. project
company/special purpose vehicle that will conduct the project

Step 4: Financing & Off-Take agreement

The sponsor company assembles financing for the project and arranges the off-take
agreement, in which pre-determined agreements with the buyer to purchase some
amount of the goods or service produced

Step 5: Construction and Service Contracts
The sponsoring company works out agreements with subcontractors, equipment,
service providers

Step 6: Completion

The sponsoring company will oversee construction. Upon completion, it will either
hand back the project to the host government, operate the site itself or transfer
operation to another private entity
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Project_practice

Where

United Kingdom

What

The “Green Deal” of the UK — upgrade energy efficiency of 14 million

British homes by 2020, with 7 million having been offered a deep,

whole of house retrofit. Inspired by the successful experience from

Germany'’s retrofit investment schemes (by KfW), the UK’s Green

Investment Bank targets the specific barriers to retrofit projects of

residential building sector:

For households: limited access to and opportunity cost of capital;

* For investors: limited demand for energy efficiency products and a
highly fragmented opportunity with high transaction costs;

* For energy utilities: insufficient capital available to invest on the
demand side (when the focus is on the decarburization on the
supply side).

How

To encourage greater demand from households — to deliver energy

efficiency at scale.

Where does the upfront capital for households come from?

* A public/private blended capital programme funded by green bonds and
public funding sources.

e Public fund used as “guarantee fund”

How is it disbursed?

¢ Subsided loan on the basis of ability to pay

How it is paid back ?

¢ Along-term location specific charge: Pay-as-you-save system

e Embedded in the electricity bill/tax bill and passed on via the energy
supplier/local authority to the original investor

Source: Unlocking investment to deliver Britain’s
low carbon future, Report by the Green
Investment Bank Commission
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Procedure

Government initiatives to support residential ESCOs to develop
successful business models to remove barriers and scale up uptake

Step 1 : Education and information
To increase awareness and provide information for commercial
building owners and home owners

Step 2: Green/energy efficiency audit

Training programs for auditors and contractors, so these certified
energy auditors can inspect home and buildings and recommend
retrofits/renovation with estimated green benefits and costs

Step 3: Financing green building make-over
Creating financial incentives and feasible financing instruments to
support retrofits/renovation

Step 4: Technical assistance for green building

make-over

Training for constructors who can monitor and oversee the process
to ensure predicted energy saving and satisfaction of homeowners
and building owners




Zx L EUR K

Green Public Procurement (GPP)
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Where

Sweden

What

The green public procurement instrument is part of Sweden’s
climate bill from 2009. Green cars procurement is one of the most
important instruments.

Since 1 February 2009 all automobiles purchased or leased by
Swedish government agencies must be green cars. Green cars must
also be used by those ordering taxis or rent cars.

Outcomes

* No unequivocal yes or no regarding cost-effectiveness:
depending on what kind of green cars are procured and in what
volumes. For instance, buying eco-classified diesel cars have led
to a saving whereas buying ethanol cars has led to a cost
increase;

e Direct CO2 emission reduction effect is relatively limited, but
has brought about shift in consumption and production and
has given a boost to the green car market in Sweden. For
instance, new registered car sales in 2010 for green and other
cars reached a record high of 263,653 units, which was roughly
6.5 times higher than in 2005.

What is new?

By using innovation procurement as a problem-solving tool, and
not restricting public procurement to existing solutions, public
sector demand can actively drive the development of new products
and functionalities for the future.

Al
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How

Which environmental standards are applied?

* Petrol or diesel driven automobiles may emit no more
99 grams of CO2 per kilometre;

* Light commercial vehicles may emit a maximum of 230
grams of CO2 per kilometre;

* Government agencies must ensure that the cars use
renewable fuels to the greatest possible extent;

* Purchases of vehicles and fuels are reported to the
central government (Ministry of Environment) once a
year

One step further - Green Public Procurement for Green
Innovation

As buyer and customer, the public sector can also
stimulate innovation and growth by opening new markets
and enabling new business ideas that contribute to
innovative and cost-effective solutions to tackle global
environmental and social challenges.

Sweden launched its first Pre- Commercial Innovation
Procurement (PCP) programme in 2011.
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Procedure

The procurement process is a complex one. Below are
key steps in the practical implementation of a successful
green procurement.

Step 1: Preparation

Carry out an expenditure analysis of planned
procurement activities and organisational arrangements
Select which product/service groups to focus on

Step 2: Target setting
+ Operational targets focusing on support measures
+ Specific targets directly relating to purchasing activities

Step 3: Developing the Action Plan

Plan activities and assign responsibilities for achieving the targets,
including:

e Tendering

* Monitoring

¢ Communication

Step 4: Implementing the Action Plan

Step 5: Monitoring progress and reporting results
e Assess progress in meeting targets and report on achievements
¢ |dentify problems encountered and develop solutions
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