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Submission Date:  16 April 2009       Resubmitted: 4 September 2009

	Indicative Calendar*

	Milestones
	Expected Dates

	Work Program (for FSP)
	Nov 2009

	CEO Endorsement/Approval
	Nov 2010

	Agency Approval Date
	Nov 2010

	Implementation Start
	Dec 2010

	Mid-term Evaluation (if planned)
	June 2013

	Project Closing Date
	Dec 2015


* See guidelines for definition of milestones.

part i:  project IDentification                                                        
GEF Project ID
:      
Project duration: 60 months

gef agency Project ID:      
Country(ies): Romania

Project Title: Financing Public Building Efficiency in Romania

GEF Agency(ies): EBRD

Other Executing partner(s): 
GEF Focal Area (s)
:  FORMDROPDOWN 


 FORMDROPDOWN 
Climate Change

GEF-4 Strategic program(s): CC-SP1-Building EE
A. Project framework  (Expand table as necessary)
	Project Objective:    The proposed EBRD-GEF project will reduce greenhouse gas emissions in Romania by improving efficient use of energy in Public Buildings. The project will capitalize on the existing positive policy environment by addressing barriers to municipal project financing through a targeted technical assistance program. The project will help local authorities overcome common obstacles to financing energy efficiency improvements such as allocation of resources for energy audits and project preparation, tendering procedures, and management of larger-scale programs that may need additional dedicated resources.  Investment barriers will be addressed through the use of Energy Performance Contracts (EPCs), and the introduction of the sale of receivables (forfaiting), which together will enable private contractors to finance and implement the necessary energy saving measures.

	Project Components
	 
	Expected Outcomes
	Expected Outputs 
	Indicative GEF Financing*
	Indicative Co-financing*
	Total ($)

	 
	 
	 
	 
	($)
	%
	($)
	%
	 

	1. Awareness and market facilitation
	TA
	Growth in demand for sustainable energy finance and services
	* Capacity of local stakeholders to market finance and services increased
* Awareness of finance and services on the part of private sector entrepreneurs improved
	400,000
	47% of component
(9% of GEF financing)
	450,000
	53% of component
(1% of co-financing)
	850,000

	2. Project identification
	TA
	Projects are identified and effectively designed
	* Identification of municipal facilities suitable for investments 
* Energy audits for selected facilities
* Identification and prioritisation of  investments for selected facilities
	450,000
	47% of component
(10% of GEF financing)
	500,000
	53% of component
(1% of co-financing)
	950,000

	3. Investment support
	TA
	Projects are implemented cost effectively and transparently, with significant demonstration value
Sustainable finance mechanisms are established
	* Tendering and Project Unit in operation in participating municipalities to be supported by consultants funded by GEF or from proceeds of the loan, which would be responsible for tender preparation, tender awards, and project monitoring 
* Dedicated financial mechanism (funded by EBRD and others) created with local capacity to support the sale of receivables (forfaiting)
	3,500,000
	4% of component
(77% of GEF financing)
	    80,000,000 
	96% of component
(98% of co-financing)
	83,500,000

	4. Project management
	 
	220,000
	42% of component
(5% of GEF financing)
	300,000
	58% of component
(0% of co-financing)
	520,000

	Total project costs
	 
	4,570,000
	 
	81,250,000
	 
	85,820,000


       a   List the $ by project components.  The percentage is the share of GEF and Co-financing respectively to the total amount for the component.

        b  TA = Technical Assistance;  STA = Scientific & Technical Analysis.

B.    Indicative Co-financing for the project by source and by name  (in parenthesis) if available, ($)
	Sources of Co-financing 
	Type of Co-financing
	Project

	EBRD - direct financing
	Loans
	80,000,000

	EBRD
	In kind
	1,450,000

	Total co-financing
	 
	81,450,000


C.  Indicative Financing Plan Summary For The Project ($)
	 
	Project Preparation Amount
	Project 
	Total
	Agency Fee

	GEF 
	200,000
	4,570,000
	4,770,000
	477,000

	Co-financing 
	200,000
	81,250,000
	81,450,000
	

	Total
	400,000
	85,820,000
	86,220,000
	477,000


D.   GEF Resources Requested by agency (ies), Focal Area(s) and country(ies)1 
1   No need to provide information for this table if it is a single focal area, single country and single GEF Agency project.

2     Relates to the project and any previous project preparation funding that have been provided and for which no Agency fee has been requested from Trustee.
part ii:  project JustiFication

A. State the issue, how the project seeks to address it, and the expected global environmental benefits to be delivered:  

Romania has made good progress in the development and implementation of policies and laws to address the energy efficiency of buildings as part of international agreements. These policies and the accompanying legal framework lay down requirements for: 

(a) general frameworks for calculating the energy performance of buildings; 

(b) minimum requirements for the energy performance of new buildings; 

(c) minimum requirements for the energy performance of large existing buildings that are subject to major renovation; 

(d) energy certification of buildings; and 

(e) the regular inspection of boilers and of air-conditioning systems in buildings and in addition an assessment of the heating installations in which the boilers are more than 15 years old. 

Romania adopted law 372/13.12.2005 on the transposition of international agreements on energy efficiency in buildings into national law and this came into force on 1 January 2007 (with the exception of the energy certificate for residential buildings which will come into force on 1 January 2010). Law 372 stipulates that, from 1 January 2007, for buildings with a total useful floor area over 1000 m2 occupied by public authorities (and by institutions providing public services (e.g. schools and colleges, hospitals, and public offices)) an energy certificate (together with recommended internal temperatures) must be placed in a prominent place clearly visible to the public
. From 1 January 2010 all buildings, regardless of their floor area must have energy certificates when they are sold or rented. The policies and laws, as implemented in Romania, also include supportive actions on the training and certification of technical experts, and on raising awareness of the requirements of the relevant legislation. Romanian Agency for Energy Conservation (ARCE) also carries out capacity building and information campaigns.

In terms of ‘minimum requirements’ for existing public (and other) buildings, the real building is compared with a reference building having the same values for the building envelope and thermal resistance. If the upgrading of an existing building is planned, a combined technical and financial assessment is made. The final investment decision however depends on the owners’ preferences and should be “based on investments cost, energy consumption reduction and pay back time compared with the maximum accepted value of 10 years and life time of the technical solution”
. In essence, therefore, while minimum requirements are defined for public buildings they are subject to willingness and ability to pay considerations, and only apply at the time of renovation.

The government strategies for financing energy efficiency include a plan to introduce legislation to encourage the

development of Energy Service Companies (ESCOs) in Romania
 (also as part of the transposition of international agreements), and the encouragement of financing of energy efficiency projects through access to FREE – the Romanian Fund for Energy Efficiency
 up to 2008. In December 2008 a new “Energy efficiency program for 2009 – 2010” for the public sector was agreed
. The programme which addresses district heating, public buildings, and public lightings includes financial support, for some public buildings, of up to 50% for:

· Rehabilitation of a building’s indoor thermal and electric installations;

· Improvement of the thermal isolation of the outdoor side of the buildings;

· Use of energy renewable resources to assure the necessary thermal energy for heating and preparation of the hot water for consumption;

· Energy audits of the public building, on the basis of which the investment project for thermal rehabilitation took place;

Available budget for the entire programme is about 10 million USD for 2009 and 12 million USD for 2010. While this funding is welcome, it is a small part of the needed financing for public buildings renovation.

While policy, awareness and technical barriers to energy efficiency have been addressed, and legislation is being developed to addresses legal barriers to the ESCO financing mechanism, there is a significant gap in the potential for public bodies to finance identified energy efficiency investments.  Furthermore the contract structures used by ESCOs (Energy Performance Contracts) have not been developed for the Romanian market and there are complex budget and procurement issues which need to be overcome before private companies will take the risk of undertaking this kind of activity.  Even then the necessary financing structures are not yet in place which will be ready to provide funds to private companies based on the EPC risk.

Theoretically investments in energy efficiency can be financed entirely on the basis of the saved energy, and capital costs can be recovered in just a few years.  After that, a municipality has a permanent reduction in energy costs, and the population benefits from the improved comfort in the renovated buildings.  This affect can be dramatic with savings between 30-40% commonly demonstrated.

In many local authorities, energy saving measures are being addressed gradually through on-going maintenance and capital refurbishment programmes. However, these can take many years to complete as only a few buildings at a time can be funded from annual budget resources.  In addition, capital funds are usually limited, so higher-cost measures such as boiler refurbishment or replacement are often postponed in favour of continued maintenance of old and inefficient facilities, even though in the long run this practice is much more expensive.  Moreover, local authorities usually do not have the dedicated resources required to prepare and implement a comprehensive energy efficiency programme, so many opportunities are often overlooked.

Through this GEF project the EBRD will offer comprehensive technical assistance to provide capacity building support to local authorities in order to identify and implement energy saving opportunities including assistance to help conduct energy audits, identify the measures that need implementing and calculate the benefits, prepare tender packages for modernisation programmes and monitor implementation.  In addition the EBRD will ensure the necessary financing is available through the use of credit lines to Romanian banks (which the EBRD already provides) or the use of dedicated financing instruments specifically designed to take the EPC risk under longer term financing.

By combining technical assistance with financing, the EBRD aims to help local authorities overcome common obstacles to financing energy efficiency improvements such as allocation of resources for energy audits and project preparation and managing larger scale programmes which may need additional dedicated resources.

The EBRD has strong working relations with most major cities in Romania including through energy efficiency projects in district heating.  Through our regular contacts with city administrations the Bank is already aware of strong interest in the Bank’s proposals for public buildings energy efficiency improvement, mainly because local authorities already face an increasing burden as energy costs rise and buildings are in an urgent need for repair.  In addition central government is strongly supportive and the Ministry of Regional Development has confirmed its involvement as the responsible ministry.

The proposed programme will be a valuable additional source of support and funding in this area (and in many cases the only resource).  Therefore it is expected very strong interest from cities: initial participation is anticipated from up to 10 municipalities rising to at least 20 once the programme is established.  Possible candidates would include Buzau, Constanta, Iasi, Ploeisti, Pascani, Fagaras, Tirgu Mures, Bistrita and Timisoara.  The list will be firmed up during the PPG phase.

This project would include:

· Technical assistance for project identification, conducting energy audits and identifying the required investments

· Technical assistance to establish a Tendering and Project Unit within participating municipalities, supported by consultants funded by further technical assistance or from proceeds of the loan, which would be responsible for tender preparation, tender awards and project monitoring.  This capacity building will help establish the necessary skills and practice experience to enable local authorities to continue to implement and develop the EPC programme in Romania after the EBRD project is completed.

· Provision of finance to ESCOs through either:

a. Establishment of a dedicated financial mechanism and local capacity for the sale of receivables (forfeiting) that transfers the credit risk and asset to a third (financial) party for investments activities in the mid-term;

b. Use of existing EBRD credit lines providing finance to commercial banks in Romania which may be on-lent to ESCOs participating in the programme; or

c. Direct lending to municipally owned entities providing ESCO services to the related city.

The specific financial model will be determined during the project preparation phase.  It is likely that initially, the financing would involve direct municipal finance but the project would lay the ground for the establishment of a financing vehicle to purchase receivables from engineering firms offering service or performance contracting for energy saving projects in municipal buildings. This vehicle will become viable through the proposed GEF project that will establish the underlying approaches and benefits and build capacities in the public sector for such an approach.

B. Describe the consistency of the project with national priorities/plans:  
The project clearly addresses an area where there is national interest. This is underlined by the legislative framework that Romania has already put in place to address energy efficiency in buildings, and activities to address legislative barriers to Energy Performance Contracting. Romania has also agreed a national programme on public sector energy efficiency for 2009 and 2010, which addresses in part public sector buildings. Close co-operation with this programme will be explored during the PPG preparation phase of this project, building on initial discussions currently underway.
C. Describe the consistency of the project with gef strategies and strategic programs:  

This project has a clear fit with the GEF focal area strategy of energy efficient buildings, because it approaches the market for municipal buildings and addresses financing barriers that can provide a significant demonstration effect for the entire market to develop on a lower “carbon trajectory” than it would otherwise, avoiding substantial emissions.  Through the project the appropriate commercial structures for EPC activities in Romania will be established and municipalities in will receive significant levels of training and support to enable them to undertake tenders for EPC services. These skills will endure once the project is completed.  The project will therefore support a comprehensive and enduring programme to establish the most efficient model to implement and finance energy saving improvements in public sector buildings in Romania.

D. justify the type of financing support provided with the gef resources: 

GEF resources will be used to provide capacity building funded through technical assistance and remove systemic barriers to investments in energy efficiency in public buildings. By doing this, together with loan finance from the EBRD, an ongoing sustainable market will be created which will continue after the end of the GEF project.

E. Outline the Coordination with other related initiatives: 
The EBRD-GEF project will build on the work of the UNDP-GEF project “Capacity Building for GHG Emissions Reduction through Energy Efficiency in Romania” which addressed initial capacity building, policy and legislative barriers to energy efficiency and the World Bank-GEF project “Romania: Energy Efficiency Project” which addressed financing, mostly for the private sector industrial borrower, both of which have come to an end. The UNDP is also preparing a project to address energy efficiency residential housing in low income communities. Where synergies exist the EBRD will seek devise mechanisms to ensure co-operation with these efforts.

There are also ongoing efforts by other countries to help Romania implement the international agreements on energy efficiency in buildings including, for instance, activities of SenterNovem to compare Romania’s implementation of the these agreements with that of the Netherlands. This work is generally consistent with this proposed GEF projects since a strong local legislative framework is essential for the success of the GEF project.

The EBRD has already provided similar financing for public sector ESCOs in Bulgaria and the Bank has similar projects already under preparation in Ukraine and Russia (the Russian project is supported by the GEF under much the same arrangements as proposed here: GEF ID 3596).  Experience from these projects will be fully incorporated into the Romanian programme.
The EBRD will seek to ensure co-ordination and consistency wherever possible with others working to enhance energy efficiency in public buildings in Romania. Further investigation of the possibilities will be explored during the PPG.
F. Discuss the value-added of GEF involvement in the project  demonstrated through incremental reasoning :    
The legislation put in place in Romania over the past years will have a real and marked effect on the awareness of and potential for energy efficiency improvements in the public sector and this will undoubtedly result in a growth in the market for such investments. There is however a significant skills deficit in establishing efficient commercial models to leverage private sector skills and resources and a shortfall in the availability of mid- to long-tenor financing for public sector energy efficiency projects - even through such investments will eventually pay for themselves from the savings. This lack significantly slows the improvement of energy performance of municipal buildings. While good policies are largely in place and capacity constraints are being addressed, institutional and financial barriers in municipalities impede investments in energy saving in public buildings. These barriers will be addressed by this project.

G. Indicate risks, including climate change risks, that might prevent the project objective(s) from being achieved, and if possible including risk mitigation measures that will be  taken: 

	Risk
	Mitigation approach

	Low government commitment to energy efficiency
	This is a low risk. The government has taken major steps to provide a policy and regulatory framework for buildings efficiency as an EC member state.

	Poor performance of efficient construction designs/technologies
	Low. Technologies to be used are available and proven.  The barriers to market entry lie elsewhere.

	Financial risk
	This risk will be mitigated by conditionalities of EBRD loans and potentially loan guarantees by the city / national government.  Exchange risk will be explored and a risk management strategy prepared as part of the process of developing the full project.

	Implementation Risk
	EBRD has conducted a survey of lessons learned from its own municipal infrastructure portfolio in the region and is building on this experience as well as that of a similar GEF projects in other countries in the design of the present project. The risk will be further mitigated by close cooperation with in-country partners in participating municipalities and with professional organizations in the areas of energy efficiency and efficient buildings. A thorough stakeholder consultation process will be conducted in the context of finalizing the scope of the project during the implementation of the PPG


H. describe, if possible, the expected cost-effectiveness of the project:  
It is estimated that up to 450,000 tonnes CO2eq per year could be saved as a result of the direct actions of this project.  Direct emission reductions are derived from an estimate of the level of energy saving from the investment of 80 million USD. Based on EBRD's experience in similar EBRD financed projects, over its lifetime approximately 1 million MWh could be saved per year. Using a national emission factor for Romania of 0.412 tCO2/MWh, this implies approximately 450,000 tonnes per year. Over a conservative 15 year lifetime of the investments, this would translate into 6.7 million tonnes of CO2eq reduction.  This would equate to a cost per tonne of emissions reduced for the GEF of 0.7 USD. The average avoided emissions from this project, assuming that 15 cities participate, would be 30,000 tCO2 per year per city.
Detailed estimations of cost effectiveness (and emission reductions per USD spent) will we determined during PPG execution.

I. Justify the comparative advantage of GEF agency: 

The EBRD as a leading development bank in the region is well placed to address financing barriers in this project. The Bank has long-term experience in working with public bodies in the region, and significant regional experience in Municipal Finance and the Construction sector. EBRD has mainstreamed energy efficiency activities across all investment operations. Energy efficiency is the cornerstone of the EBRD’s second Sustainable Energy Initiative, launched in 2009. Priorities include supporting municipal improvements, particularly in district heating, public buildings and residential sector. EBRD provides financing for municipal companies, municipalities (city and regional budgets), private operators in the municipal sector, including PPPs.

part iii:  approval/endorsement by gef operational focal point(s) and GEF agency(ies)

A.   Record of Endorsement of GEF Operational Focal Point (S) on Behalf of the Government(S): (Please attach the country endorsement letter(s) or regional endorsement letter(s) with this template).

	Name
	Position
	Ministry
	Date (Month, day, year)

	Ms. Maria-Elena TEODORESCU
	Head
	Romanian Ministry of Environment and Sustainable Development
	June 15, 2009

	     
	     
	     
	     

	     
	     
	     
	     


B.  GEF Agency(ies) Certification



	This request has been prepared in accordance with GEF policies and procedures and meets the GEF criteria for project identification and preparation.


	Agency Coordinator, Agency name
	Signature
	Date 


	Project Contact Person
	Telephone
	Email Address

	Mark Hughes

EBRD
	[image: image2.png]ek S +tC—




	Sept 4, 2009
	Peter Hobson
	+44 20 

7338 6737
	HobsonP@ebrd.com
















�    Project ID number will be assigned initially by GEFSEC.


�    Select only those focal areas from which GEF financing is requested.


� As a result of law 372 the certification of a building is obligatory for all the new buildings (residential and non-residential) and for existing non-residential buildings when sold or rented. For existing buildings with a total useful floor area over 1000 m2, the certification is mandatory when major renovations are carried out.


� “Implementation of the EPBD in Romania: Status and planning – May 2008”, European Commission 2008


� “FIRST NATIONAL ACTION PLAN FOR ENERGY EFFICIENCY (2007 – 2010)”.


� FREE was established under the World Bank-GEF project “Romania: Energy Efficiency Project” which was implemented from 2002 to 2008.


� � HYPERLINK "http://www.gov.ro/energy-efficiency-program-for-2009-2010__l2a103701.html" ��http://www.gov.ro/energy-efficiency-program-for-2009-2010__l2a103701.html�, accessed March 2009





PAGE  
1
            PIF-October – 08Rev2  09/04/2009   2:42:23 PM

