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Grooming the Banks

Financial Instruments funding the Lithuanian Modernisation Programme

EUR 250m
2014-2020 ERDF
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Pre-fixed
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Challenges:

e Limited EU SF &
national funds to
structure financial
instruments &
finance COVID

response and b
Renovation Wave E U R 1 n /\/V
strategy 2014-2020 ERDF and financing

e Unsecured lending from commercial banks (incl. IFls)

“ too risky for banks
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Investment
Platform

Private investors
Banks
Institutions

Junior debt

Fund of funds First |gés piece

Objective:
Leverage EU SF to
attract financing
from private sector
at an attractive
price
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To finance projects you need willing owners —
transforming the Government support scheme

Government support:
Generous lending terms
“No added expense” subsidy scheme
Full coverage of project preparation
Information / promotion action:

Specialized institution for promotion of
renovation projects

Active role of the Ministries
Active role of the municipalities
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Transforming the project implementation regulation

Legislative action:
Quasi-security over appartments
Borrowing based on majority vote
Administrator borrowing

Mandatory vote for social support
recipients

Technical assistance:

Centralized preparation of investment
plans

Resources for decision-making
Centralized procurement of works

European
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Breaking through the conservative approach of
the banking sector

Difficult start:

Leverage 1.5 planned in 2010 but took
more than 12 years to achieve

No private funds in vested for several
years

Issues faced by the banking sector:
No infrastructure (especially IT) in place

Need to revisit internal processes and
be flexible

No established risk assessment rules
Unclear capital requirement
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Renovation program and
strategy overview



One of strategic goals of the Bank - leadership in renovation financing: \ J
« Bank have been financing renovation of multi-apartment buildings starting from 2011Y

« Since 2 779 multi-apartment buildings financed

« Market share - 65 %

Product life cycle

Loan amount Bank's

Renovation Outstandin

signed o So383IBS S 3828d883REE/ILExasdIsendssssese
programme/ (MEUR) contributio g amount O 0O 0O 000 O 0O0OO0OO0OO0OO0O0O0O0O0O00O0O0OO0O0O0O0 OO0 OO0 OO0 O O O O
Source of funds n (mEUR) AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN DN AN DN AN AN NN NN NN N NN N
1-5 call: EIB
funds +
unds +3 508 305 190
prefinancing
agreements
Loans with 295 295 152
EIB guarantee
SB
modernizatio 275 44.6 163
n fund
2 779 loans are under
Total: 1008  554,6 505 9 loans are unde
administration
[ - Disbursementsofloans - Repayments of loans
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Investment platform

The total amount of the fund is EUR 275 million

* 395 multi-apartment buildings
financed (532 planned)
|  Average amount of the
Senior layer — pjilding - 650k EUR (520
50%
planned)
* Repayments started in
27 multi-apartment buildings
(up to 1°000 flats)
Junior layer i
2504 Energy savings*
* Energy savings reach
~271 MWh / year (~65 %)
* CO2 emissions savings —
~62 tCO2 / year

*after modernization per one building
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Leveraging EU Funds to scale-up
investment in energy efficiency
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IFRRU 2020 in numbers

® 7 regional + 1 national managing

authority established Holding Fund — - 11 by
IFRRU 2020 IFR U202¢

°* EUR 1.5bn contracted investment

instrumento financeiro
reabilitacio e revitaliza¢io urbanas

® 467 contracted projects until September
2023 located in 91 municipalities

* 2581 renovated households

® 629 115 m2 renovated public or
commercial buildings

® 59 428 toe primary energy consumption
reduction

® 37 041 ton CO2 equiv greenhouse gas
emissions reduction




Case study — IFRRU 2020 &)

Urban development fund in Portugal — leveraging public and private resource \ J

€64m

7 -Q‘ Fund of funds | Financial
.b‘; | Intermediaries |

|
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e‘. & Santander I.e
|

€2000m

€1404m

. |
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National Public ]
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|
|
€500m e Mi -
u illennium e
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€702m

€122m

Obligation of

I | ESIF Portugal National int:rr:::;:::ies :\rv(:'lp;l:::::‘i:; Total amount
€80m | 2020 public EIB/CEB ol by the of investment
rn .‘3 contribution €580m equal the promoter
s e‘ e. sp g | - € 102m €20m value of public (average 30%) €2000m
e funds €596m

€702m
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Leverage In practice U/

Loan pricing methodology Managing information

Global interest rate:

reduced comparing to the one applied for market loans to similar projects R
Municipalities

Public funds Bank Funds Authentication credentials

Web Service

Queries
Interface Application

Opinion
Document

Opinion Document
ESIE + CPN* CEB nt t rate Euribor = _ Number of the energy certificate Balances
(Portugal 2020) Euribor + n eress r;'raeae;1 zl;,: or m Energy efficiency data _ Energy efficiency data
0% spread x% "

Results

alerts
| | ,\_,.r'—hw Payments in advance
SIIFRRU2020

At least 50% of the loan Can be required or not, depending Justification of expenditure
on the needs/project/candidate Verifications

r
o

v

Financial

intermediaries

ry

v

*CPN = national public contribution from the State Budget

F N

Authentication credentials

Data and documents of
final recipient process

s
4

Marketing and communication

Authentication credentials Reports/
payment
. | reques|
*  IFRRU 2020 website, YouTube, yo
LinkedIn | oo

* Newsletter, guidance, short
guide, leaflets

~HE @CEB

Europ
Investment Bank

* Leverage private sector assets
and expertise

European
Commission

O IFRRU 2020 EM NUMEROS
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Leveraging EU Funds to scale-up
investment in energy efficiency -
experience from Bulgaria

Iva Petkova
Director, FLAG/Sustainable Cities Fund, Bulgaria
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Fund FLAG - Using public funds for leveraging private finance since 2009 J

Experience with JESSICA and EIB investment platform

UDFs 2014-2020 for Sofia and Southern Bulgaria

Bulgarian Investment and Advisory Platform
Complementary to UDFs 2014-2020

= FLAG - 50%

EIB European
Investment Bank

EUR 65 m. ing (Budgetary

EUR71.58 m.

Urban Development Fund of Sofia 2007-2013
JESSICA

FLAG (co-financing) ESIF - JESSICA- 50%

EUR12,5m.

Attracted resource from private banks
EUR111m.

Co-financing (additional costs)
EUR 21,00 m.

ESIF financing - 59%(ERDF)
EUR 69,11 m.

Co-financing - 41% (UBB + FSUD)
EUR 48,02 m.

European - 1 7
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Solar panels on rooftops of public buildings,
Muglizh

EE measures in student dormitories, Sofia Renovation of a mineral bath, village of Yagoda
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Fund FLAG - Bulgarian Investment and Advisory Platform
Synergies with FLAG-FICET for incentivizing CET investments

............. Bulgarian Investment and Advisory Platform - #7800
URBAN & GREEN PRIORITIES 2023 public S energy

buildings

European
Investment Bank

« Providing free-of-charge technical
- (1F ref ject devel tf
FLAG - Financial instrument ﬁ:’fnﬁgipaﬁ[igg?jec evelopment for
for clean energy transition i I f
» Mobilizing financial resource for
(FLAG FICET) supporting public CET investments -

x * % 15X leverage - EUR 22.5 m.
* oSO*
ElB FLAG - 50% * Z/[j/@ * » Capacity building - Climate Financing
EUR 40 m. U Unit
*

« Verification of green investments -
EIB Green Eligibility Checker

» Research of good European practices
and experience in implementation of
CET financial instruments - IFRRU
2020

» Establishment of a working model for
coordination and consultation with a
wide range of stakeholders regarding
CET projects of local authorities

19 European
Investment Bank




fi{J compass

ERDF

Thank youl!

E-mail: petkova@citiesfund.bg
petkova@flag-bg.com

www.flag-bg.com

www.citiesfund.bg
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investment in energy efficiency
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First EE Initiatives at BNPP

POISEFF (2011-2014) & Green Initiatives (2014-2015)  Lesults & Lessons learnt:

both projects focusing on supporting energy efficiency

_ : More than 800 EE projects financed,
Investments in SMEs Segment

Integration of TA with grants & friendly

Supported investments: EE in industry, buildings, procedures is critical for successful rollout

renewables of the project

Both facilities were based on integrated combination of: More then 70% of projects done with
Credit Line preapproved green technologies,

Size of grant is less important than ease

Technical Assistance (TA), of obtaining the grant
ini ;

Grant component for SMEs (10%-15%), . L , ,
, , Building capacity in commercial Bank is
Complex projects (supported by ex-ante energy audit) key to success.

Simple projects based on preapproved green
technologies Green Initiative & PolSEFF inspired BNPP to

create its own integrated One-Stop-Shop.

r;:‘ =
ﬁ ECCI £33

Polseff
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One Stop Shop for EE in SME&MIdCAP Segment

Integration of Technical Assistance with Grants & Funding

Internal Team of Energy Experts concentrating on mobilization of
investment in the segment of Energy Efficiency & RES in commercial
buildings (co-financed from ELENA Initiative under EEFFCB)

External team of Energy Auditors responsible for preparation of Energy
Audits (technical documentation co-financed from ELENA Initiative)

Dedicated green loan products (including leasing) suitable for financing
investments,

Guarantees & Grants for green investment (under Cooperation with BGK)

Close cooperation between regular Sales Forces and internal/external Energy
Experts, Risk, BGK and SME/MidCAPs (promotion activities, investments
technical preparation, risk analyses, grant applications & contracting),
Cooperation with Grants Advisors — preparations of subsidy applications

Plote Detajezyk

Xt donueaykabegparitas (1
tol. +48 517 709 900
Gdansk

Iulia Xofezak

ol konczakabopparnibas pl
tel +42 517 769 506
Poznan

Grzegorz Najda

froegorz naplatnppantas pl
tell +43 691 444 038
Wrockaw

'
Marta Mecha

edrta mochagbeppantus pl
ol 40 091 222 19
Katowice

Marcin Zagtoba
mavein 2agiobaibeppuritis pl

Lo R 40 720 909 208
<7 Warszawa

Jaked Kedehoszho

Jih kosesriogbnpparibas pl
tol 40 665 301 604

Lutlin

Szymon Lech

Aaymon lechatrpgaritas pl
tel. +48 667 B51 417
Kkl
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Results & Observations & Recommendations

Results:
= QOver 500 investments covered by OSS under EEFFCB Program

=  Over 150 audits ordered
= PLN 160 Mio of completes investments
= PLN 600 Mio of projects in pipeline

Observations:

= There is competition between standard and green investments on the market
= Automation/simplification of qualification procedures for green subsidies

= Green projects are relatively more difficult — need for specialized teems within financial institutions to support EE/RES

Recommendations:

= Development at EIB's level similar products to Green Initiatives which would integrate TA with funding,
guarantees and subsidies or capital rebate and which would operate on friendly processes.

24

European
Investment Bank



fi{> compass

ERDF

Thank youl!
adam.hirny@bnpparibas.pl
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Thank you!

www.fi-compass.eu

Follow us:@ O o

fi-compass is provided by the European Commission in partnership with the European Investment Bank pl—
Copyright © European Investment Bank 2023 —
European ' "
Compmission events@fi-compass.eu | www.fi-compass.eu European
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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/
https://www.fi-compass.eu/
mailto:events@fi-compass.eu
https://www.fi-compass.eu/
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