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Comment 1 Zac Bull United
Kingdom

TA – The proposal document mentions that this programme is complemented by "a
comprehensive technical assistance and capacity development initiative – Ukraine
FINTECC funded in  part  by  the  Global  Environment  Facility  (GEF)  and the  EU
Neighbourhood Investment Fund (NIF)." Could you please provide some further
information around this and how the two programmes interlink and complement
each other… was it the original objective for the TA spend that a further project
developed by another fund would come in to work off the back of this TA? Who will
claim the results from this project? - we would not want to see issues of double
counting across the CTF and GEF.
FINTECC – Could we have some more information around the FINTECC project that
this proposal uses and builds on? We understand there was a grant component
within this was there an opportunity for biomass to go through a window in this
Facility? If so what is different about the concessionality or terms that will change
this now? We also understand that some of this project was around alleviating the
other market failure barriers. Have these been assumed to have been addressed
and therefore the last piece that is needed is for this window with concessional
financing to open? If they have not been fully addressed does this financing need to
wait to be implemented, could this cause delays?
FiT – As discussed above there has been a lot of work done to correct various
market failures, one of these is assumed to be financing. We understand there is a
FiT in place could we have some further information around the FiT and why in your
opinion this has not worked to address the Market failure, is it because it is not high
enough to incentivise the market or is it because the issues in the Biomass/gas
market are not hinged on finance and around the other barriers that are attempting
to be addressed. If the latter do you think that once the non-financial barriers had
been addressed then the FiT would work? If so would there be the need for this
concessional window?
Demonstration effect – The proposal notes that “the Program’s impact is better
considered  in  the  transformative  impacts  that  it  will  have  beyond  the  direct
investment results and related emissions reductions.” Could you provide some more
information around the demonstration effect of this project; how will this work after
the  window  has  finished,  what  work  has  been  done  to  explore  how  the
demonstration effect will take hold, both on banks in terms of risk perceptions and
pricing of financing and in terms of the behaviour of consumers who will now see
this as a profitable and viable opportunity for them? We are also slightly worried
that the production of the biomass/gas in cases will be particularly close to the end
user so are acutely aware this  will  mean even more work will  need to go into
showing this demonstration effect to others. We are also interested if you think this
level of financing is the right amount to reach a critical mass to enable this change
and would welcome your thoughts on this.
Results – We had a few follow-ups on the results presented in the proposal. The
illustrative pipeline shows that CTF is typically significantly less than 20% of the
investment cost (8% of the overall pipeline) which seems to conflict with the text in
the proposal that suggests CTF financing would be 20% of the investment… are we
therefore being too ambitious on the amount of leverage we can achieve for CTF
financing. Why can CTF financing be so much lower and what is the rationale for the
difference in the text and in the numbers? Finally we also would like to know the
source of the capacity factor, 0.7 seems at the high-end for biomass which can vary
greatly dependent on the type. Given there is a range of projects would this not be
an average which comes out at less than 0.7?
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Response 1 Ryan
Alexander

EBRD Dear UK colleagues,
Thank you for your queries. Please find our responses below.
Q1 Technical Assistance
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2018



The proposed CTF-funded “Ukraine Agribusiness Waste Residues Window” will
realise the potential of several energy and resource efficiency audits, which were
initially conducted under the GEF-FINTECC Ukraine programme. The proposed CTF
facility will target financial barriers related to the bioenergy business model, whereas
the Ukraine FINTECC programme focuses on scaling up a broad range of advanced
climate technologies with low market penetration in the country.
EU NIF funding within FINTECC Ukraine supports assessments of the energy and
resource consumption of selected companies, identifying areas where substantial
savings can be made through the introduction of advanced climate technologies.
Intervention areas include rehabilitation of existing assets, incremental investments
and  development  of  new  energy  sources.  To  date,  the  EU  NIF  funding  has
supported 28 technical studies, including energy/resource audits, across industrial
and corporate sub sectors including agriculture, manufacturing, transport and retail.
Off the 28 project idea assessed using EU NIF funding, 7 investment projects were
deemed eligible  for  a  GEF-funded incentive grant,  alongside an EBRD loan on
commercial terms.
Of the eight bioenergy investments in the indicative pipeline provided, seven were
identified through EU NIF-funded energy and resource audits.
Q1 (continued) Results attribution
The EBRD reports all results – both negative and positive – to donors on a project
level, identifying the relevant bilateral and multilateral donor(s) contributions, and
without attributing impacts by donors and co-financiers. This reporting includes GHG
impacts, with the approach based on the recognition that every project benefits
from crucial conditions enabled by contributions from a range of financial sources
(and non-financial  sources).  The EBRD reports  GHG impacts  by  project  on an
ongoing basis through the EBRD’s project summary documents, which are publicly
available (see here).
To address issues of double counting across the CTF and GEF from a mitigation
finance  perspective,  the  EBRD  reports  to  the  OECD  Development  Assistance
Committee (DAC) on mitigation finance. Further, the EBRD applies the Common
Principles for Climate Change Mitigation Finance Tracking that have been jointly
agreed by the MDBs. In the joint reports by MDBs on climate finance tracking,
climate finance sources reported on include commitments from the EBRD’s own
accounts, and from external resources channelled through and managed by the
EBRD including the dedicated climate finance funds such as the CIF, GEF and EU
blending facilities and others.
Q2 FINTECC programme
Launched in Ukraine in 2016, FINTECC focuses on the transfer of climate change
technologies with no or very low market penetration. FINTECC Ukraine aims to
develop  and  demonstrate  climate  technology  transfer  policies  and  technical
assistance packages that support both horizontal and vertical technology transfer.
FINTECC Ukraine has established a performance-based financing mechanism for
increased investment in climate technologies in Ukraine, supporting manufacturing
and deployment of best available climate technologies in industrial, corporate and
agricultural sectors. It also supports the development of manufacturing capabilities
for production of climate technologies within Ukraine with the intent of moving the
country closer to the full alignment with international best practice.
The FINTECC Ukraine project, implemented by the EBRD since 2016, focuses on
supporting climate technologies that may be available elsewhere but are not widely
diffused in Ukraine (i.e. with low market penetration) and where the supply chains
are underdeveloped. The financial package of FINTECC Ukraine is made up of three
elements:
1. EU Neighborhood Investment Facility (NIF)-funded technical assistance (EUR
4.16M), to identify, design and develop climate technology projects;
2. GEF-funded performance-based technology transfer financing mechanism (USD
7M grant) and
3. EBRD financing (USD 39M in loans).
On a project by project basis, FINTECC provides clients with technical audits to
identify opportunities to adopt advanced climate technologies with low market
penetration (1); an incentive grant for the successful installation of the technologies
(2); and EBRD finance for the full investment package (3). A full description of the
F INTECC  p rog r amme  i s  a va i l a b l e  on  t he  p r og r amme  webs i t e :
http://fintecc.ebrd.com/region/ukraine.
Q2 (continued) Market barriers and use of concessionality
FINTECC Ukraine is  a  technology-neutral  framework and therefore open to all
renewable energy technologies, including biomass. To date, FINTECC Ukraine has
supported the installation of advanced technology components in two bioenergy
plants (specifically biogas production from poultry litter).
At the same time, the technical audits funded under FINTECC Ukraine generally



identified several bioenergy opportunities, which do not necessarily have innovative
technical features but which experience financial barriers that prevent the projects
from reaching financial close. The proposed CTF DPSP III-funded project aims to
support those bioenergy projects that face barriers related to the availability of long-
term financing with affordable pricing. Without concessional funding, the proposed
bioenergy CTF pipeline is unattractive for investors to implement under the current
financing terms available in Ukraine (in addition to the general  barriers  in the
sector).
Performance-based grants under FINTECC will continue to be available to clients
where the proposed investment plan contains technically advanced components with
low market  penetration.  Such  components  may  or  may  not  be  related  to  the
bioenergy facility itself. FINTECC grants are capped at USD 500,000 and, as they
compensate for higher technology costs, are not expected to have an impact on
project IRRs. In the current project pipeline, four of the project investment plans
also include a FINTECC-eligible component, such as:
• A hydraulic digester, which is not yet available in Ukraine, instead of a continuous
stirred tank reactor
• CO2 recovery unit for growing vegetables and ash utilization for production of
biofertilizers, neither of which are available in Ukraine
• Energy efficient measures (process heat recovery, variable speed drives, energy
management system), all of which have low market penetration in Ukraine
Q3 FiT
The  feed-in  tariff  (FiT)  has  provided  a  financial  incentive  to  the  market  for
implementation  of  renewable  projects  in  Ukraine  since  its  adoption  in  2009.
However,  to date only solar and wind power projects have been prioritized by
investors (1,200 MW of solar and wind, compared to 80 MW of bioenergy). Reasons
for the FiT not addressing the market failure related to the biomass/biogas market
include:
(i) much higher FiT for solar power plants in Ukraine, which, at EUR 15c / MWh, is
around 20 per cent higher than the FiT for bioenergy plants, despite having a lower
capital cost per MW of installed capacity
(ii) technology and implementation risks perceived by investors
(iii)  high level  of  complexity and inherent risks associated with setting up and
operating  reliable  feedstock  supplies  that  meet  the  quality  and  operational
requirement of biomass-to-energy facilities
(iv) unlike the FiT for wind and hydropower plants, the current FiT for biogas doesn’t
differentiate between size plants, rendering small- to medium-size biogas plants
marginally viable or totally unviable
(i) an additional premium on FiT offered by utilization of “local content” developing a
biogas plant is harder to obtain, because of lack of local established technology
suppliers.
The EBRD provides technical assistance to the Ukrainian authorities on the overall
FiT development, including non-financial barriers for RES development:
• Long-term power purchase agreement (PPA) template had been approved for
renewables back in October 2017 with the support of the EBRD. The revised PPA is
now valid until 2030, as opposed to one year validity before. It also includes an
international arbitration provision and a change in law clause.
• The EBRD, jointly with the EnCS and IRENA, developed the “Policy Guidelines on
the Competitive Selection and Support for Renewable Energy”, published on 26
March  2018.  These  guidelines  aim  to  help  Ukrainian  authorities  design  and
implement competitive bidding processes for renewable energy.
The government of Ukraine is currently considering shifting from the existing FiT
scheme to a competitive bidding mechanism to determine the level and recipients of
renewable energy support. Once implemented, such a market-based system would
more closely align Ukraine with EU and international standards. The Parliamentary
Energy  Committee  has  been  leading  legislative  efforts  to  pave  the  way  for
competitive bidding processes for support renewable energy and this process has
been strongly supported by EBRD and other agencies/donors. Until the enabling
legislation is in place, and is tested, there is a need for additional support to unlock
the local bioenergy market potential.
Q4 Demonstration effect
The biomass renewable energy capacity to be developed under the present CTF
proposal is set at 65 MW-e, which would provide a substantial boost to the existing
bioenergy capacity of 80 MW. This addition is envisaged to catalyse investment in a
larger volume of biomass renewable energy projects down the line, so long as it is
supported by an effective knowledge capture and dissemination mechanism.
To achieve this, the proposed CTF facility will benefit from the established FINTECC
Technology Transfer  Network in Ukraine,  which is  funded by the EU NIF.  This
marketing channel,  while initially  intended to only promote the uptake of very



advanced technologies,  is  expected to reach the same cross-section of market
participants that are likely to consider bioenergy investments. Preliminary work on
developing the knowledge network activities indicates that up to 70% of market
players in agri-sector potentially available to implement agriwaste-to-energy projects
will  be  reached  through  FINTECC  outreach.  There  are  also  opportunities  to
disseminate these success stories through the UNFCCC Climate Technology Centre &
Network.
Also supported by EU NIF, an online knowledge platform is being established in
Ukraine, and will be supplemented by the development of a collaborative climate
technology network in Ukraine and an online agri-waste-to-energy platform with
interactive blog and social media (https://saf.net.ua/en). The primary purpose of the
network is to foster policies and practices that support climate technology transfer.
It will  enable the development of knowledge on climate technology transfer by
providing a platform for dialogue, building professional capacity, publicizing new
developments  in  the  field,  and  allowing  stakeholders  (both  individuals  and
organizations) to exchange information and experiences. Again, given the large
proportion of  agribusiness  members,  the climate  technology network  will  also
provide a forum for business leaders to discuss barriers to investing in bioenergy
technologies. Social media and the interactive blog will  focus on demonstrating
successful  case  studies,  and increasing awareness  of  the  economic  and other
benefits of bioenergy production.
Q4 (continued) We are also interested if you think this level of financing is the right
amount to reach a critical mass to enable this change and would welcome your
thoughts on this.
The initial CTF investment of USD 15 million is envisaged to almost double the
currently installed capacity of bioenergy production in Ukraine. Initially this will
produce a portfolio of successful and diverse bioenergy projects and lay a strong
foundation for future investment activity.
Beyond the initial impacts of the CTF facility, the proposed package of investment
support, technical assistance, and knowledge sharing activities, is envisaged to have
a significant impact on the bioenergy market in agri-sector of Ukraine in terms of
demonstrating financially sustainable bioenergy technology solutions. While reaching
a critical mass will clearly require additional efforts from all the players involved, the
proposed CTF facility is a significant step in developing a whole-of-industry, self-
sustaining biomass market that will  enable the Ukrainian agribusiness sector to
reach its full renewable energy potential.
Q5 Results
The overall share of the CTF co-financing currently stands at 8%, although this is
based in  some cases  on early-stage due diligence  and is  therefore  subject  to
change. The identified projects may also change over time. We have proposed an
upper bound of 20 % to maintain some flexibility as the facility evolves. Some sub-
projects (especially implemented by smaller companies) may require up to a 20%
share, while some larger sub-projects would need significantly less. However the
intention  in  each  case  is  to  calibrate  the  volume of  CTF  financing  to  the  IRR
necessary for the project to successfully reach financial close.
The capacity factor is based on the EBRD experience of development and financing
similar bioenergy projects in the agri-sector. For example, one of the proposed
biogas installations from the pipeline is expected to operate 8,000-8,200 h (out of
8,760 h) annually with self-consumption less than 10%, which gives a capacity
factor of 0.82. IRENA reports bioenergy-fired electricity plants’ “weighted average
capacity factors in Europe…as above 80%” . For comparison, UK statistics gives
average capacity factors for UK biogas plants at around 57% , which is corroborated
by experience in other countries (e.g. from US an average CF for AD plants of 57%
). However, biomass combustion plants in UK report CF of close to 70%.
Adopting  capacity  factors  based  on  conservative  values  for  the  respective
technologies (e.g. biomass combustion at 70% and anaerobic digestion at 50%)
leads to total GHG emissions reductions for the facility of 222,329 t CO2 eq per
annum, which is around three per cent less than the initial estimate of 229,320 t
CO2 eq per annum. In financial terms this represents a marginal cost to CTF of
abatement of USD 3.27 / tCO2 eq, assuming a 20 year asset life, which is marginally
higher than the initial assessment of USD 3.17 / t CO2 eq.

Comment 2 Batley Waqas United
Kingdom

Dear Mafalda,
Many thanks for sending through this proposal. We are content to approve the
project.  We look forward to tracking the progress of  this project and wish the
developers all the best in the future.
Kind regards,
Waqas
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