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What is the EBRD

* Multilateral financing institution established in 1991 to
support transition to market economies
* Owned by 66 countries, the EU and the EIB

+ €30 billion capital base

« €41 billion portfolio

+ €9.5 billion average annual
business in the past 3 years

3 key operational principles
* Sound banking
* Transition impact
* Environmental

sustainabi liti
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EBRD Basic Principles @
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for Reconstruction and Development

Promotes transition to market-based
solutions, ‘commercialized’
approaches, good corporate
governance, international standards,
private ownership where appropriate

Transition
Impact Supports, but does not

replace/underprice
private investment
and/or commercial
finance

Invests in
financially viable
projects, prefer

European Bahi(

for Bovecemruarion and Durddegmen

revenue
generating
projects, co- Sound Addition-
financing with Banking ality

private sector
(banks/sponsors) ae
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EBRD Mandate — Transition Qualities

Competitive

Building dynamic and open markets that
stimulate competition, entrepreneurship
and productivity growth.

Inclusive

Building inclusive market economies which
ensure equal economic opportunity for all
and leave no group behind.

Resilient

Building resilient market economies that
can withstand turbulence and shocks.
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Well-governed

Promoting the rule of law, transparency,

and accountability, and stimulating firms

to adequately safeguard and balance the
interests of their stakeholders.

Integrated

Building geographically integrated
domestic and international markets for
goods, services, capitalt and labour.




Mainstreaming green financing @
the Green Economy Transition strategy European Bank

for Reconstruction and Development

The Green Economy Transition aims to address

o ) 4,000

market opportunities, as well as market failures, 43%

related to resource use and environmental EBRD annual

degradation. GET aims to: green business

+ further scale-up the Bank’s operational and volume
policy activities to accelerate transition to low- 3000
carbon and climate resilient economies Infrastructure

* broaden the environmental dimension of
investments supported by the Bank - this [ USE
includes elements of environmental compliance commgr,ce &
and remediation 2,000 agribusiness

* innovate and engage in new areas: promote Financial
green technology transfer and innovation and institutions
engage in new areas like green logistics,
irrigation, bi nom .

gation, b (.)eco.o y,. etc 000 w—

* use more flexible financing channels: engage natural resources
private and public financing channels to é sector
acc'e!erate.low-c&%rbon.trgnSItlon (e.g.: energy s % of GET in EBRD
efficiency in public buildings, green W ABI
infrastructure). 3

+ align the transition impact rating of the Bank S O R ) R
with the objectives of promoting a green SRS IIRIRRR

economy, including recognising scale of impact
or related elements of policy change and
innovation.
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Mainstreaming green financing @
Results in 2006 - 2017

European Bank
econst

FINANCED —— SIGNED REDUCED

1460 || €26billion | | 90 million
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Mainstreaming green financing @

The EBRD business model

European Bank

for Reconstruction and Development

* Directly from EBRD: loans,
equity investments or
guarantees.

* Mobilising additional
commercial sources.

* Indirectly via local partner
financial institutions:
lending, leasing

POLICY

For eligible investments which
face particular barriers:

* Targeted facilities priced
below market terms

EBRD « Selective partial investment
grants or incentives
(+OTHER) COMMERCIAL payments
FINANCING it

CONCESSIONAL

DIALOGUE CO-FINANCING

» Working with
governments on
legislation that creates
optimum conditions for
green investments

* Supporting the
development of legal
instruments and best
practice guidelines
(e.g. contract
templates, tenders).

TECHNICAL
ASSISTANCE

* Project structuring support

* Resource efficiency audits (e.g. tendering, investment

+ Capacity building for local guidelines)
financial institutions (staff - Support to adopt operational
training, marketing, green retail or CSR-type standards
lending products) (energy management,

* Climate vulnerability buildings certification,
assessment reporting).
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GET IMPLEMENTATION
ENERGY EFFICIENCY INVESTMENTS

0
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N\

(Assist clients upgrade municipal
infrastructure such as:

* District heating

* Public transport networks

* Water supply systems

* Public buildings EE

» Street lighting

20% OF GET ENERGY EFFICIENCY
INVESTMENTS

4

Infrastructure lﬂ

/

Preparing Green Cities Action
Plans to promote low-carbon
urban development via integrated
assessments of environmental
gaps and priorities for upgrading
services and infrastructure.
Investments are supported with
technical assistance, financing and
concessional co-financing.

Green Cities

-

Assist businesses to assess energy and

resource efficiency potential by:

* Conducting resource efficiency audits
to identify priority investments

* Introducing advanced energy and
resource management practices

* Providing financial solutions tailored
to businesses and their projects

36% OF GET ENERGY EFFICIENCY
INVESTMENTS

Corporates

Finance and Technology Transfer
Centre for Climate Change helps
clients to invest in climate
technologies with partial investment
grants along EBRD finance to
overcome affordability and first-
mover barriers. Newly launched
innovation vouchers scheme
(Ukraine, Serbia) supports R&D
service providers.

FINTECC

EBRD

FINTECC

PUBLIC

Credit lines to local PFls for on-lending
to small and mid-sized green projects.
Technical assistance teams, who
identify and assess investment
opportunities, train banks’ staff, and
develop marketing activities. If needed,
complemented with incentive
payments to end-borrowers.

16% OF GET ENERGY EFFICIENCY
INVESTMENTS

Financial
Institutions

- 1l

Ukraine Residential Energy
Efficiency Facility is a €40 million
facility for high performing
technologies in the residential
sector, implemented via 4 PFls.
Combined with 4 policy
engagement activities to implement
the legal and regulatory framework.

UREEF
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Existing Energy (Cost) Saving Opportunities in the @
public sector

European Bank
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Problem — Public and private sector assets (e.g. buildings) are often characterised
by underinvestment. This causes energy inefficiencies.

Opportunity — inefficiencies give rise to energy (cost) saving potentials
Constraint to opportunity — asset owners often lack
* knowledge needed for designing energy efficiency (EE)
investments and

» funds for financing EE investments

Solution — ESCO projects solve this constraint by offering:

* private sector expertise for project design, implementation
and operation and accept the related performance risk

« selection of the most economic energy efficiency solution

« commercial financing (=off-balance sheet finance, which
means no new public debt)

PUBLIC



Financing source of ESCO projects:
Energy Performance Contracting (EnPC)

0
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Saved energy costs,

Absolute Energy costs savings of
Energy costs usgq for rgpaying asset owner (approx. 20 * ESCO invest in
oer public efficiency investment - 60%) assets (private
building 4 EnPC (ESCO) End of EnPC finance and
efficiency project, | expertise) and
investmfnts* l .................. optimisation of
! \/ operation
Absolute
energy costs Absolute
before energy costs
efficiency after end of
investment EnPC project -
> Time in years
0.5-1year 5-10 years
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Benetits of ESCO approach @
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End-users will benefit from
* improved comfort levels in hospitals, schools, public administration, street lighting etc.

Public sectors benefit from
* private sector expertise available for efficiency project design, implementation and operation

the most economic efficiency solution being procured on basis of life cycle costing

* contractually guaranteed energy cost savings

e off-balance sheet investments and savings result in state budget relief

* available budget or grants can be leveraged = more investments in energy efficiency than through
traditional procurement and more efficient use of grants

Private sector benefits from
* new economic activities and employment in private sector (ESCOSs)

* ESCO services and its benefits can extend to residential, commercial and industrial sectors

Banking sector

* new financing products for financing energy efficiency; cash flow based financing; forfeiting; new,
secure long term product

PUBLIC



Case study of street lighting project in Novigrad, Croatia: @
EBRD supported tender preparation European Bank

for Reconstruction and Development

Project: Replacing more than half of
the approx. 1,700 lights in the town of
Novigrad, Croatia (population 2,600)
in Istria with LED lights

Model: Energy performance contract,
with payments linked to savings

Costs: total capex of €411,000 with a
8 years payback based on energy and
maintenance savings

This praject is funded by
the European Union

« Environmental impact: 112 tonnes

Financing sources: 35% grant-funded of CO2 estimated annual greenhouse
by Croatia’s Environmental Protection gas emission reductions from

and Energy Efficiency Fund and 65% electricity savings

financed by the ESCO company - Tender preparation supported by

selected following competitive tender EBRD under EU funded Regional
Energy Efficiency Programme (REEP).

Savings: 54% of energy consumption
and 45% of maintenance costs,
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http://wb-reep.org/

Thank you!
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Iliya Kardashliev

Principal Banker

Municipal and Environmental
Infrastructure

EBRD, Sofia Resident Office
Tel.: +359 2 9321 414

Email: kardashi@ebrd.com
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