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PROJECT EXAM PLES

Susteineble Woodfuel Plentation, Tenzenia— Technicel feesibility study
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Action

IAF Role

The Dutch and German devel opment banks FMO and DEG were considering financing a sustainable woodfuel
plantation as part of alarger investment in arecently privatised salt mine in Uvinza, Tanzania. The plantation
component was US$ 1.2 million of an $8 million total investment.

The salt mine used wood from the local forests for thermal salt drying, leading to local deforestation. An
aternative source of fuelwood was required before investment could take place. FMO and DEG were therefore
interested in evaluating whether a sustainable plantation could form part of the overall investment in the salt
mine.

FMO tendered for a consultant on the basis of an agreed-upon Terms of Reference. The consultant completed a
plantation feasibility assessment which was then included as part of the overall investment evaluation. Based on
this, FMO/DEG decided to include the plantation as part of the overall investment proposal. Although FMO
then backed away, DEG approved the investment and found a commercial banking partner as co-financier.

UNEP provided US$27 000 for the contracting of forestry consultants Jaakko Poyry. The |AF intervention was
completed in three months.

Wind Ferm, Jemzica— Veluation of emission reductions
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The financiers Renewable Energy Systems Ltd, the UK's largest wind developer, and the Jamaican Petroleum
Corporation are looking to back 220 MW wind farm in Jamaica. The total investment is US$ 25.5 million.

Support was required to determine whether emission reduction credits could be valued, certified and sold for
the wind farm, whose financials aren't sufficient to be viable otherwise. Overall project development had
mostly been completed, but was stalled as the price that the power purchaser was prepared to pay was
insufficient to make the project viable.

The financiers contracted EcoSecurities for the carbon value evaluations. The evaluation consisted of
conducting a formal evaluation of the policy context; quantification of greenhouse gas emission reductions;
securing the project’s emission reduction credits; and assisting in completing a transaction. In early 2001 a $3.4
million carbon sale was negotiated with the World Bank’ s Prototype Carbon Fund. Even with the carbon value
monetised, the project remains stalled due to a breakdown in power purchase negotiations after privatisation of
the electric utility.

UNEP provided US$38 000 for the carbon assessment . The letter of intent for the carbon sale was signed with
PCF five months after | AF support wasinitiated.

Eneroy Services Fund, Letin America - Investment fund feesibility study
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The Multilateral Investment Fund (MIF), part of the Interamerican Development Bank, was interested in
creating anew energy services equity fund for the Latin American and Caribbean region. The purpose of this
Fund isto invest in energy efficiency projects, energy service companies (ESCOs) and renewabl e energy
plants. MIF was considering taking a $10 million participation in the creation of the US$ 50 million fund.

Before making a commitment, the MIF needed more information on the scope of the energy efficiency market
in the target countries and an assessment of the financial viability of the ESCO model within the geographical
area.

The assessment comprised of identifying an investment pipeline of existing and potential Energy Service
Companies (ESCOs); examining the availability of debt financing for small to medium sized energy efficiency
projectsin the region; and analysing the potential rate of return on energy efficiency projectsin the Latin
American energy efficiency market.

UNEP provided US$25 000 of co-finance towards the evaluation study. The work was carried out in early 2001
and the results helped the MIF take a positive decision to invest in the fund’s creation. The fund will be
managed by FondElec Group and its’ first closing of $25 million is expected for third quarter 2001.




