‘ GEF-6 GEF SECRETARIAT REVIEW FOR FULL-SIZED/MEDIUM-SIZED PROJECTS

gef THE GEF/LDCF/SCCF TRUST FUND

GEF ID: 9047

Country/Region: Regional (Albania, Armenia, Azerbaijan, Bosnia-Herzegovina, Belarus, Egypt, Georgia, Jordan, Morocco,
Moldova, Montenegro, Macedonia, Tunisia, Turkey, Ukraine, Serbia)

Project Title: Green Logistics Program (PROGRAM)(non-grant)

GEF Agency: EBRD GEF Agency Project ID:

Type of Trust Fund: GEF Trust Fund GEF Focal Area (s): Climate Change

GEF-6 Focal Area/ LDCF/SCCF Objective (s): CCM-1 Program 1;

Anticipated Financing PPG: $0 Project Grant: $15,000,000

Co-financing: $155,250,000 Total Project Cost: $170,250,000

PIF Approval: Council Approval/Expected: | October 01, 2015

CEO Endorsement/Approval Expected Project Start Date:

Program Manager: Xiaomei Tan Agency Contact Person: Marcial Bustinduy Navas

1. Is the project aligned with the relevant | XT/DER, March 16, 2015: Yes. It is
GEF strategic objectives and results in line with CCM-1, Program 1,
framework?! Indicator 4 - Deployment of low GHG

technologies and practices: Usage of

low GHG systems.

Table D has now been filled in.

Please fill out Table D, including a
regional/global project that will
support investments in CCM-1.

XT/DER, April 21, 2015. Table D is

! For BD projects: has the project explicitly articulated which Aichi Target(s) the project will help achieve and are SMART indicators identified, that will be used to track the
project’s contribution toward achieving the Aichi Target(s)?
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now filled in. Comment cleared.

. Is the project consistent with the
recipient country’s national strategies
and plans or reports and assessments
under relevant conventions?

XT/DER, August 6, 2015. Yes. This
is a regional project that will target
investments for green logistics which
are consistent with the national
strategies of all the target countries.

. Does the PIF sufficiently indicate the
drivers? of global environmental
degradation, issues of sustainability,
market transformation, scaling, and
innovation?

XT/DER, August 6, 2015. Yes. The
PIF accurately describes the trends for
increasing fossil fuel use in transport
and logistics and describes how the
project will promote energy savings
and GHG reductions.

. Is the project designed with sound
incremental reasoning?

XT/DER, March 16, 2015: Yes. The
proposed approach will address a
shortage of financing for innovative
low-carbon technologies in the
transport and logistics marketplace.
Without the proposed interventions,
financing for these projects will
proceed at a slower pace. The direct
emissions benefit estimate from the
estimated project portfolio is 2.6
million tCO2e. The indrect emissions
benefit is 6.9 million CO2e, for a total
0f 9.1 million tCO2e.

Please respond to the following
comments:

a) Although the description of global
initiatives on green logistics is very
helpful, there is not enough info on

2 Need not apply to LDCF/SCCF projects.
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green logistics in the Mediterranean
and Black Sea regions. Without
sufficient info on the targeted regions,
it is hard to evaluate the added value
of EBRD interventions.

b) Some of the investments are highly
cost-effective in terms of CO2e
reductions per dollar invested.
However, other potential investments
are much less cost-effective. Please
explain what criteria the agency
would use to justify a lower cost-
effective investment.

¢) The proposal says there is potential
for scaling up and the approach and
methodology will be used in future
programs. Please clarify if future
application will also be dependent on
concessional finance or if this effort
will succeed to attracting EBRD or
private sector investment into these
markets without the need for
concessional financing.

XT/DER, April 21, 2015.
a) Description is added; very helpful.
Comment cleared.

b) Table 3 with different intervention
options is added; very helpful.
Comment cleared.

¢) The response is helpful, explaining
that one of the goals of this proposal
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is to use concessional funding in a
manner that will foster greater
commercial investment in the future
without the need for additional
concessional funding. Additional
discussion is needed to clarify this
issue as it relates to the value-added
of GEF funding.

XT/DER, August 6, 2015. The
response is very helpful. Without the
GEF funding, EBRD expects to invest
less than $40 million per year in
freight transport projects in the region
that may have some aspects of green
logistics, none of which will be in
advanced solutions. With the GEF
funding, investments should be well
over $155 million direct and $250
million indirect; and include advanced
solutions that will further lower GHG
emissions. Comment cleared.
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and sufficiently clear and appropriate
to achieve project objectives and the
GEBs?

5. Are the components in Table B sound

XT/DER, March 16, 2015: The
framework as described in Table B
and the project document is well
developed. The risks are documented
clearly and mitigation steps are
identified. The structure of the
program management arrangements
are clear. Please respond to the
following comments:

a) The eligibility criteria in Section 9
could make more distinguished
connection with the global
environmental benefits in addition to
the GHG emission reduction impacts.
For example, green logistics also
significantly contribute to the
reduction of the external costs of
logistics associated with air pollution,
dumpling waste (including packaging
waste), soil degradation, noise,
vibration and accidents.

b) In addition to the six subsectors
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(ITS, road fleet modernization, port
development, short sea shipping,
inland river transport, rail rolling
stock) covered by the eligibility
criteria, would the project consider
packaging as well? Packaging
represents one of the greatest
challenges to environmentally
friendly logistics while at the same
time being critical to shipping and
storage. Specifically, incorrect
packaging has great consequences for
how much a product can be stored,
how it is storied and or transported in
a given space. In spite of its
importance, many developing and
emerging countries haven't given
enough attention to the packaging
issues.

¢) The list of eligibility requirements
is clearly presented, however, it does
not appear that the criteria have an
over-arching theme or objective.
Instead, it appears that each
investment in a sub-sector and
country will be evaluated case by
case. Please confirm.

d) On page 4 of the supplement the
following sentence is confusing:
"Minimum loan eligible under the
Program: the lower value of 1 million
USD or 5% according to the criteria
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defined below." Is 5% a lower value
or the maximum value, or both?
Please clarify.

e) The loan criteria presented in Table
6 of the supplement are based on a set
of criteria related to the logistics
market. However, its not clear that all
projects meeting certain technical
criteria will really need a full
concessional rate due to prevailing
market conditions. What analysis will
be done to ensure that the percent of
project eligible for concessional
funding is not too high based on those
market conditions. Also, what is the
maximum percentage?

f) Annex B Illustrative Reflow
Calendar is very helpful and well
explained. The estimated interest rate
for GEF funding is L+75 basis points
(BPS). The estimated GEF share of
each project ranges from 7-13%. It is
difficult to assess the interest rate in
isolation. Please clarify the range of
interest rates that will be earned by
EBRD senior loan and "equity and
other co-financiers." Please prepare
an estimate for the implied grant
value of the GEF concessional
funding.

g) Annex B presents a very help chart
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showing illustrative reflow schedule.
Based on this chart, one can estimate
a total return to the GEF by 2027 of
$15 million principal plus
approximately $1.8 million interest.
Please confirm if this is correct. s this
a risk adjusted estimate? Please
briefly describe the proposed
approach for dealing with project
developers that are not on track to
succeed.

h) Thank you for providing the
detailed information in Annex B.
Please summarize project timelines
including the following:

1) expected date for submission of
CEO endorsement

2) expected date for complete
investment of all GEF funding

3) expected duration for the GEF
project with expected dates for mid-
term review, project completion, and
submission of the terminal evaluation.
4) expected lifetime of the
investments and whether these will
continue after the project completion
date.

i) The PIF can greatly benefit from
some formatting and spell-checking.

XT/DER, April 21, 2015.
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a) Comment cleared.
b) Green packaging is provided as an
option. Comment cleared.

¢) Explanation provided. Comment
cleared.

d) Comment cleared.

e) EBRD has an extensive process to
ensure no crowding out of private
sector finance. Comment cleared.

f) The information provided was quite
helpful. Some additional discussion
on the terms and tenor is needed to
clarify.

g) Very helpful. EBRD has strong
policies to monitor and deal with
project developers. Comment cleared.
h) Detailed response is helpful.
Comments cleared.
1) Comment cleared.

XT/DER, August 6, 2015.
The information provided on the
term/tenor was helpful. EBRD will
design the investments so that GEF
support would be invested at LIBOR
+75 bps for 30% of the loan and same
tenor than EBRD tranche, leading to a
concessional lending rate for the
borrower, reducing the amount of
interest to be paid by the investors
and will consequently increase the
internal rate of return of the project to
over 13% in a typical case. This will
be sufficiently catalytic to incentivize
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the partners to make the investment.
Comment cleared.
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Are socio-economic aspects,
including relevant gender elements,
indigenous people, and CSOs
considered?

XT/DER, March 16, 2015: Yes.
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7.

Is the proposed Grant (including the
Agency fee) within the resources
available from (mark all that apply):

e The STAR allocation?

XT/DER, March 16, 2015: The
request is from the non-grant pilot.

e The focal area allocation?

XT/DER, March 16, 2015: NA

e The LDCF under the principle of
equitable access

XT/DER, March 16, 2015: NA

e The SCCF (Adaptation or
Technology Transfer)?

XT/DER, March 16, 2015: NA

e Focal area set-aside?

XT/DER, March 16, 2015: NA

8.

Is the PIF being recommended for
clearance and PPG (if additional
amount beyond the norm) justified?

XT/DER, March 16, 2015: Not at this
time. Please address the questions in
boxes:

1,2, and 3.

XT/DER, April 21, 2015: Not at this
time. A discussion with the agency
and the Secretariat is recommended to
address remaining comments,
including:

a) Additional discussion is needed to
clarify the issue of concessional
financing as it relates to the value-
added of GEF funding, and the ability
of the project to help foster replication
and scaling.

b) Some additional discussion on the
terms and tenor is needed. A phone
call is recommended with the Agency
and the Secretariat.

XT/DER, August 6, 2015.
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Discussions with the agency were
held over phone call. The agency
response adequately describes the
value-added of GEF funding and the
fostering of replication and scaling.
All comments cleared. The program
manager recommends CEO PIF
clearance.

Review

March 16, 2015

Additional Review (as necessary)

April 21, 2015

Additional Review (as necessary)

August 06, 2015

1. If there are any changes from
that presented in the PIF, have
justifications been provided?

2. Is the project structure/ design
appropriate to achieve the
expected outcomes and outputs?
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. Is the financing adequate and

does the project demonstrate a
cost-effective approach to meet
the project objective?

Does the project take into
account potential major risks,
including the consequences of
climate change, and describes
sufficient risk response
measures? (e.g., measures to
enhance climate resilience)

XT/DER, March 16, 2015: Yes.

. Is co-financing confirmed and

evidence provided?

. Are relevant tracking tools

completed?

. Only for Non-Grant Instrument:

Has a reflow calendar been
presented?

XT/DER, March 16, 2015: Yes. The
description of the non-grant
investment is very detailed and
demonstrates a strong understanding
by the agency.

. Is the project coordinated with

other related initiatives and
national/regional plans in the
country or in the region?

XT/DER, March 16, 2015: Yes.

. Does the project include a

budgeted M&E Plan that
monitors and measures results
with indicators and targets?

XT/DER, March 16, 2015: Yes.

10

. Does the project have

descriptions of a knowledge
management plan?

XT/DER, March 16, 2015: Yes.
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11. Has the Agency adequately
responded to comments at the
PIF? stage from:

e GEFSEC

e STAP

e GEF Council

e Convention Secretariat

12. Is CEO endorsement
recommended?

Review

Additional Review (as necessary)

Additional Review (as necessary)

3 Ifitis a child project under a program, assess if the components of the child project align with the program criteria set for selection of child projects.
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