: Clearinghouse
Intelligent Energy Europe Support

Bridging RUE in Building Projects and
Financing

New financing model in Latvia for building
retrofitting (Green Investment Scheme)

Prof. Peteris Shipkovs

Institute of Physical Energetics

=ET

Project meeting
Kaunas, Lithuania
18 November 2009




Clearinghouse

Intelligent Energy Europe Support

Briclging RUE in Building
Projects and Financing

Principles of Green investment scheme

18 th November 2009, Kaunas, Lithuania E



Clearinghouse
Bridgging RUE in Buil?ling
GIS financing resources

Projects and Financing

A Funding for Green Investment Scheme (GIS) operation
in Latvia is obtained from state-owned greenhouse gas
emissions unit (Assigned Amount Unit or AAU) sales

A The total available AAU guantity for sale for Latvia
are 40 million.
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Legal basis .

Projects and Financing

3 Latvia adopted the “Law on participation in
Kioto flexible mechanisms”

d Cabinet of Ministers is responsible for
regulations on implementation of Kyoto
protocol mechanisms projects

d The Ministry of the Environment has already
concluded contracts with buyers on AAUs sale
(Austria, Holland, Spain, Portugal, Japanese private

company)
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Key elements of the Law

Projects and Financing

O Ownership of AAUs — state is owner

a Authorization to the Cabinet of Ministers to make decisions on
each sale of AAUs, including the price and specific conditions

O Authorization to the Ministry of Environment and Ministry of
Finance to prepare the sale of AAUSs, including

» Participation in negotiations
» Drafting of an AAU Purchase Agreement

O Authorization to the Minister of Environment to sign the AAU
Purchase Agreement after the approval of the Cabinet of
Ministers is received
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Key elements of the Law

Projects and Financing

A Principles for using the revenues from the sale
of AAUs, including a clear provision stating that
all income from the sale of AAUs shall be
earmarked for ngreeningo projects
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Projects and Financing

The Law on Latviais participation in Kioto
Flexible mechanisms defines:

A Institutional set up for managing - GIS fund in Latvia

A Principles for environmental and financial monitoring,
and reporting

A Provisions for supervisory function performed by the
Ministry of the Environment on behalf of the
Government

A Provisions for transparency and accountability to
public ensured by Advisory Council (representation
by relevant stakeholders, including state institutions,
non-governmental organizations and buyers)
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Implementation model

Projects and Financing

A Latvia proposes a programmatic model for the GIS
(for each program it is worked up the MC regulations )

A Most GIS programs will consist of a large number of
small projects

A Therefore Latvia would propose to buyers nwholesaleo
greening programs backed by a transparent,
accountable and efficient national mechanism to
nretailo AAUs revenues to multiple project owners

Q Latvia offers GIS implemented by competent national
Institutions
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Monitoring, auditing and reporting

Monitoring will be undertaken in accordance with relevant
standards under the International rules and GIS rules and
regulations of the Monitoring principles

Monitoring principles (applied annually):

1. financial audit (International company)

2. procedural conformity of GIS

3. assessment of greening results (GIS Fund)
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Use Of revenues (\\ g reen i ng ,,7,-ectsand.=mwmg

The Latvian government ensures that every AAU
sold will be used for figreeningo purposes
which means:

> increase of renewable energy use

> mprovement of energy efficiency
> application of innovative low carbon technologies

» capacity building for climate change policy design
an implementation
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Proje nancing

Information on Project Applications’
Tender
“Increase of Energy Efficiency in
Municipal Buildings”
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Lega I ba Si S (I) Projects and Financing

d Regulations for the Project Applications(
Tender nincrease of Energy Efficiency In
Municipal Buildingso Financed by the GIS
Instrument (Cabinet Regulation No0.645,
Adopted 25 June 2009)

d The purpose of the tender is the reduction of
carbon dioxide emissions by reducing the
consumption of thermal energy in municipal

buildings
18 th November 2009, Kaunas, Lithuania E



: Clearinghouse
Intelligent Energy Europe Support

Bridging RUE in Building

Leg a I b a Si S (I I ) Frojecis and Financing

A The Ministry of the Environment is the authority
responsible for:
» project assessment

> preparation, entering into, amending and termination of
project implementation contracts

» control of project implementation
» examination of project implementation reports

d A project applicant is a:
» local government of a city; or

» district municipality.

A Not more than two project applications may be
submitted by one project applicant
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Contract and Payment Structure
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Funding

Projects and Financing

O Funding available in the framework of the tender is LVL
17,570,000 (25,000,000 EURQ) . The funding is composed of the
financial instrument

Q Minimum funding available for one project in the framework of
the tender is LVL 50,000 (71,144 EURO), maximum funding
available for one project is LVL 2,000,000 (2,845,760 EURO)

O Funding available for a project in the framework of the tender
shall not exceed 85% (50% of this sum is prepayment) of the total
eligible expenditures of the project

O Other eligible expenditures (which are not less than 15% of the
total eligible expenditures) shall be co-financed by the project

owner
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Reduction of Thermal Energy
Consumption

d As a result of project implementation, in each
building the reduction of thermal energy
consumption per year relative to the average

thermal energy consumption per year during

the period from 2006 to 2008 may not be less

than 25%

d The thermal energy consumption per year is
calculated in accordance with energy efficiency
calculation method
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Reduction of Carbon Dioxide Emission

dAs a result of project implementation, the
efficiency indicator of the reduction of carbon
dioxide emission may not be less than 0.25
kgCO2/LVL per year
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Project owner’ Responsibility for
Project Results

O Project owner shall be responsible for achieving the results
provided for in the project application and in the project contract,
including the reduction of carbon dioxide emissions

a If the Ministry of the Environment establishes that the planned
reduction of carbon dioxide emissions per year has not been
achieved the Ministry of the Environment shall calculate the
iIndicator of non-compliance

O Within 30 working days the project owner shall submit to the
Ministry of the Environment a plan of measures for the
elimination of the non-compliance with the reduction of carbon
dioxide emissions

a Project owner shall realize the plan from its own resources not
longer than within one calendar year

Q If the Ministry of the Environment repeatedly establishes that the
project result is not attained, the project owner will have to
refund the amount of funding for the part where the CO, reduction

Is not attained
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Current situation

Bridging RUE in Building
Projects and Financing

O Until 24 August 2009, (deadline of submission of project
applications), Ministry of the Environment received 69 project
applications

O Demanded amount of financing significantly exceeds the available
funding (LVL 17,57 mil.)

O Evaluation of the project applications completed

A Due to notable interest for project applications’ tender
“Increase of Energy Efficiency in Municipal Buildings”,
the funding available within the framework of this
tender was increased to cover all projects that passed
qualification criteria
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Thank you for your attention!

Contacts:

Institute of Physical Energetics
Laboratory of Energy Resources
Aizkraukles Street 21, Riga LV-1006
Phone/ Fax: +371 67553537
E-mail: shipkovs@edi.lv
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