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Financial instruments 2021-2027 —
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Moderator: Marek Szczepanski, Director of Public Programmes Department, BOS Bank, Poland ®
Mariano Gonzalez Serrano, Senior Energy Specialist, World Bank S
Michal Hesek, Chief Operating Officer, KOOR, Slovakia P

Marie Vaugeois, Policy Officer, Occitanie Europe, France -

Goetz von Thadden, Head of Unit, Financial Instruments Baltic Sea and Northern Europe, European Investment Bank
Cestmir Hrdinka, Director of the ELENA Department, Narodni rozvojovéa banka (NRB), Czechia

Agne Kazlauskaite, Policy Officer, DG REGIO, European Commission
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Financial Instruments for the Renovation of

the Building stock (EE)

Four reasons for promoting Fls

» Improvethe efficient use of limited public funding — Do more
with less

A\ 7

Leverage private financing — Meet ambitious targets

Contribute to sound market development — Longer term
objectives

Y

» Reduceinflationary pressure — Better distribute support over
time

Three challenges of using Fls

» May be perceived to delay EU Funding absortion — Set right
targets

» Require higher coordinationand preliminary work — Added
complexity

» Rely on sound marketand institutional frameworks to
succeed — Holistic approach
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Policy &
Regulatory

{:cl@ * Stop-and-start nature of renovation programs and lack of

* No stated long-term implementation plan for building

financing instruments

* Regulated retail energy prices do not account for full cost
recovery and provide a disincentive to energy efficiency

* Lack of definition of energy poverty

* Number of energy auditors providing good quality audits is
considered insufficient
* Lack of training materials and certification program

predictability contributes to market distortions
* Projects not economically attractive to ESCOs due to long
payback periods resulting from lower-than-market energy prices
* Renovation projects are managed by municipalities, often

renovation programs and central government agencies
* High grant financing has led to limited interest in non-grant @ * Overlapping and limited coordination and communication

Institutional

lacking the necessary technical and management capacity Financing

I'l Campus 2023

* Limited capacity for project implementation in municipalities

between building renovation programs and environmental and
social programs

* Insufficient information and communication regarding the many
benefits of energy efficiency improvement

* Lack of plans for future business planning, recapitalization,
staffing, etc.

* High transaction costs can be lowered through streamlining of
processes, standard documents and templates, websites with
prequalified contractors, case studies, etc.

* Almost all the financing for building renovation has taken the
form of grant funding, leading to unrealistic expectations and a
reluctance to engage in financing instruments.

* The heavy reliance on grant financing has limited the
development of financial instruments by banks

* There are no programs that allow the beneficiaries to repay the
renovation costs from the energy cost savings achieved

* There is a significant risk of limited continuation of building
renovation programs once concessional finance runs out
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Advanced commercial or project financing (ESCOs)

Vendor credit, leasing

Commercial financing, bonds

Partial risk guarantees

Credit line with commercial bank(s)

Credit line with development bank

Public or Super ESCOs

Energy efficiency revolving fund

Utility (on-bill) financing

Budget financing, grants with co-financing

Grants

Key principles

» Financing mechanisms should be
selected based on market
development and financing gaps

» Public financing should be used
judiciously to develop markets and
crowd-in commercial financing

» Over time, programs should seek to
climb the ladder to more sustainable
and commercial models
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Green Transition as business opportunity g 1lcampus2023

OKOOR <

\ ecovadis
Energy Service Company founded in 2010, focusing
on Energy Performance Contracting KOOR company

Rating

More than 300 projects realized with more than 90 20
employees

LN
=

In 2022, the company received ESG rating from
ECOvadis

Growth financed with

INCOME €
et
O

 ESIF financial instruments via Slovak Investment
Holding (public holding fund manager)

e Mezzanine tranche EUR2min 2019 2010 2012 2014 2016 2018 2020 2022 2024

* Senior debt for public sector projects EUR 10m and YEAR
public sector projects EUR 5m in 2020 New challenges and opportunities

e And seniordebtEUR4+1Tmin 2022 e Photovoltaics

 SICAV * Battery storage

* GreenBonds * loT system and digitalisation in buildings
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FOSTER TPE-PME-AGRI

I'l Campus 2023
a new generation multi-sector
T FOSTER ( samimicne - S 5o
partICIpatlon fund bty UNION EUROPEENNE
setupin Region Occitanie Moving forward to FOSTER 2
with resources from ERDF & EAFRD and public and private co-investment _ S o _
Supporting SMEs in Région Occitanie, with a
_ _ | "I H special focus on key strategic orientations for
Main achievements: the Region:

=/ 500 SMEs access to flnance at

b diti : : ~ .
ERDF-EIII’IIDG&II Alle;{;{azgs(z)?l?usilrf(l(s)sr:jivelopment EﬂVl ro n m en tal 0
Regional Development .. :
=|everage on ESIF resources: 13.8x transition, Innovative
| enterprises, the
=Total amount catalysed.: _
EUR 1.6bn Agricultural sector as
Agiculh;ralfundfor ; =Micro enterprises *i 11‘ Wel I aS In d UStrl al
Rural Development - (83% of the origination) ’ |_I__l|£ tranS|t| on

Guarantee

*Multi-public, Multi-sector:
Including social economy, Agricultural sector

through financing for “
="Implementation across the Region sustainable projects / SMEs

/
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BOS Bank in green financing under ESI Funds 2021-2027 Fl campus 2023

ESI Funds 2021-2027 for Poland: €72.35 bn.
incl. >€21 bn. for Policy Objective 2

National programmes » Grants.

incl. European Funds for a Smart Economy (FENG programme), and 16 regional programmes
European Funds for Infrastructure Climate and Environment (FEnIKS programme)

* Financial instruments
— (loans, guarantees).

KEY STAKEHOLDERS

e Combined instruments
(Art. 58.5 CPR).

FENG Programme ’ Regional Programme

Forms of financing under PO2

_ Ministry of Funds and Regional Development (MA) ‘ l Regional Authority (MA)

Programme  contribution Programme  contribution

Holding Fund Manager |

BGK (state owned development bank) J

B@)S

Green Guarantee Supportfor
(with grant) Ecological Credit Financial intermediaries: B A N K
— - banks (potentially BOS)
Cooperating banks, including BOS - non-banking financial institutions Polish ECO bank established
) / in 1990.
Investment loan covered by Ecological Credit Preferential loans Combined instruments . Main sharehoIFler:

guarantee with grant (loan with grant) (loan with capital rebate) National Fund for Environmental

p—— Protection and Water Management
Final recipients (investors): SMEs and mid-caps investing in: Final recipients (investors): SMEs, housing associations,
— energy efficiency (incl. RES), circular economy municipalities, ESCOs investing in: EE (incl. RES), street lighting

B®S | elena
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How to mobilise private investment for the green transition
The learning curve and the opportunities across different sectors

fi{D compass

Private
Homes

Unsecured lending

= 1st loss instrument

/‘/"/ S M E S \\\

Long paybacks

= Combine with grants

Project preparation

= Combine with TA

Complex approvals

= Lower bureaucracy

Longer maturities

= Subordinated Fl loans

Lower interest

I'l Campus 2023

| Renewable |
| Energy |

Lower interest

= Cheap Fl loans

Projectidentification

= Cheap Fl loans

Long paybacks

= Combine with TA

Complex approvals

= Lower bureaucracy

= Combine with
grants

Project identification

= Combine with TA

Complex approvals

11

= Lower bureaucracy

———
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New Financial Instruments in the 2021-2027 I campus 2023
period in the Czech Republic

Preferential Loan - Transformation Pilot Fl for Renewable Energy (FVE)

Financed from Just Transition Fund RES in the Czech Republic have been financed

Aid for the most affected coal regions: only by grants in the past

Energy prices allow for Fl as alternative form of

» Karlovy Vary Region, Usti nad Labem Region, support

Moravian-Silesian Region
Recent agreement between MA (Ministry of

For investments by SMEs
4 Industry and Trade) and State Environmental

* Loan up to 90 % of eligible expenses Fund to prepare Fl on a pilot basis
* Amount CZK 0.5 - 60 million (EUR 21k - 4.2 mil.) Proposed product: guarantee scheme with a
- Maturity up to 10 years “bonus”/ a grant component

* Grace period up to 4 years

Ndarodni
n r Rozvojova
J Banka
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Fls FOR GREENER EUROPE IN 2021-2027 V1 campus 2023
PROGRAMMES (ERDF+CF) g

ENERGY EFFICIENCY

s [ SEORESY P

SMART ENERGY I < 1% (EUR 48m) TECHNICAL CPR
ASSISTANCE FLEXIBILITIES
CC ADAPTATION JTF-3.4% <1 % (EUR 5m)
« TAIEX-REGIO &
(EUR 600m ) L
Peer2PeerCommunities .
SUSTAINABLE WATER <1 % (EUR 21m) . fi-compass, ELENA, O
JASPERS, LIFE grants | '
" voaLmy I < Yo (EUR 20 I N Eg:#:::w ) Model for a financial instrument
MO B | L |TY with a grant component to
oy support energy efficiency
Jaspers j S g
CAN WE DO MORE WITH Fls ?
1 O | N==.
Sector-wise - other circular transition sectors, Greentech =
Funding-wise - alternative financing ideas (crowdfunding, impact FI COMPASS
investing, green bonds/SLBs, greening of firms) KNOWLEDGE MODEL Fls
HUBS

Organisation-wise — complementarity vs. competition
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Thank you

WWW.TI-COmMpass.eu

Follow us: @ o O
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fi-compass is provided by the European Commission in partnership with the European Investment Bank
Copyright © European Investment Bank 2023
events@fi-compass.eu | www.fi-compass.eu
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https://twitter.com/ficompass
https://www.youtube.com/channel/UCiIil9DbLGy8cwvFkolQaVQ
https://www.instagram.com/fi_compass_advisory/
https://www.linkedin.com/company/fi-compass-eu/
mailto:events@fi-compass.eu
https://www.fi-compass.eu/
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