PRESENTATION SMAFIN - 15 APRIL 2021

Public-backed investment platforms and citizen
financing schemes to scale up investments for
energy efficiency in the building sector
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MAIN CHARACTERISTICS OF A PUBLIC-BACKED INVESTMENT PLATFORM

Using the leverage power of public funds

- Financing structure to overcome market failures
and suboptimal investment situations
(investment projectg _that are not financ_ed on Private investors
market-based conditions due to financing e
barriers such as risk perception, limited access to enhancement/first-loss
capital or limited viability).

Investment Platform

Public investors
- Where first loss and concessional public funds are Take first-loss or
used to blend/crowd-in private and additional

public funds (leverage effect thanks to the capital

subordinated position or
provide concessional finance

and/or risk relief). i

- With appropriate public financing instruments Financing product Additional public or
(risk mitigation instruments, co-financing and With concessional terms, . private resources
refinancing instruments, grants instruments), risk absorption or risk Protected by credit
aimed at removing barriers leading to the e enhancement
suboptimal investment situations. l

- In order to aggregate and pool smaller and/or Additional public or
private resources

icki i i i Final recipients ]

riskier projects vylth a focus on g'eo'graphlc and/or p protected by capped
sectoral/thematic scope (e.g. building contribution
renovation).
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MAIN CHARACTERISTICS OF A PUBLIC-BACKED INVESTMENT PLATFORM

To remove barriers with appropriate public financing instruments

Barriers
||
Mechanisms to remove or Mechanisms to supply Mechanisms to cover gaps
reduce risks additional long term in financial viability
finance

e 0 . ..

Direct financing / Co-

Guarantees instruments . .
investment instruments

Upfront grants

Risk sharing instruments Refinancing instruments Results-based grants

. e Financing / refinancin .
Risk mitigation instruments ) g/ & Grants instruments
instruments

SHal=slinvest



MAIN CHARACTERISTICS OF A PUBLIC-BACKED INVESTMENT PLATFORM

Sources of first loss and/or concessional public finance

> v InvestEU framework
Equity or Mezzanine Senior

junior  or junior
equity debt debt

Sources

Guarantee Grants

of funding

o — et s
€38 billion €9.5 billien
International Financing 2
Institutions (e.g. EIB or EBRD) v v v v v
. - x13.7 =
OSaben  CA7Sbalen ok et Total investment

European Structural Funds
(via Member State Managing
Authority)

National, regional and local
public funds

National Promotional Banks
and Institutions

Public institutional investors
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Implementing
Partners

EIB Group
Promotional
Banks

Project
Promoters/
Beneficiaries

Financial products
and programmes
Loans, guarantees,
equity, investment
platforms, technical
assistance

InvestEU Advisory

Project
team
(seconded
Implementi
ng Partners)

Secretariat

(€Q)

Steering Board Advisory Board
(EC central services and (Implementing Partners,
Chairs of Policy Boards) Member States)

Investment Sustainable (. eqeu advisory
Committee Infrastructure component
| .
Window
Policy Board

Research, \

Investment Innovation and| mvesteuA

Committee I compones
Digitisation

Window

)

Member State
compartment®  f

Member State
i compartment®

Policy Board

Y| l‘l\(

commives SN
Committee Window | |

Member State

Policy Board

\(I

Z
<

Investment Social Investme InvestEU Advisory

Committee and Skills component!

1 Window

Member State
compartment) |

................ )

Policy Board

(l

Budgetary guarantee

Single Access Point

The grant approval by the Commission takes placa in parallel with the InvestEU Fund




MAIN CHARACTERISTICS OF A PUBLIC-BACKED INVESTMENT PLATFORM
Typical funding structures using first loss and/or concessional public finance

Layered structures

Investment Platform

Subordinated
or Junior equity

By taking a subordinated or the most
junior debt position in a distribution
waterfall with various levels of debt
seniority, the public funds take first

losses, while it may help reducing the
cost of financing.

Investment Platform

Mezzanine
or junior debt

By taking a subordinated or the most
junior equity position in the overall
capital structure, the public funds take
first losses while it may help reducing the
cost of financing.
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Guarantee structures

Investment Platform

A guarantee provided to cover a set
amount of first-loss, while it may help
reducing the cost of financing.

Guarantee

Investment Platform

A grant provided for the express purpose
of covering a set amount of first-loss,
while it may help reducing the cost of
financing.

Grant

Pooled structures

Investment Platform

Senior debt
(at concessional terms)

By providing senior debt at concessional
terms, the public funds raise the investors
expected risk adjusted returns, lower
project costs and/or enhance potential
returns.

Investment Platform

A grant provided for the express purpose
of lowering project costs either under the
form of capital grant or interest rate
subsidy.

Grant

Public investors




MAIN FOCUS OF CITIZEE H2020 PROJECT

Citizen Financing Schemes funded by public-backed investment platforms

CitizEE's objectives? How to integrate citizen funding within an IP?
Creating national or regional Investment Platforms - As co-investor at IP level: Citizens can invest at the
backed by European Fund for Strategic IP level through retail bonds or co-financing by
Investments or Invest EU fund. cooperatives and/or crowdfunding platforms.

; , |
Supporting the integration of tailored and widely Strong impact on the structuring of the IPl

adopted citizen financing schemes, cooperative - As financial intermediary for the IP: Cooperatives
and/or crowdfunding models, with adequate and/or crowdfunding platforms can act as financial
available or to be developed Public Financing intermediary for the IP providing IP funding
Instruments (PFls). alongside citizen funding. Strong impact on the

i |
Enabling the set-up of large-scale community structuring of the IP!

energy efficiency programs that attract private - As co-investors at project level: Citizens can invest
investments while strengthening know-how of at the project level (project by project) through co-
regional/national stakeholders. financing by cooperatives and/or crowdfunding

platforms. No impact on the structuring of the IP!
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CImizEE H2020 PROJECT: LITHUANIAN PILOT PROJECT EXAMPLE

CFs4EE Financing scheme to boost prosumers investments through P2P

«  VIPA (Lithuanian National Promotional Institution) has set
up and operate an EU-backed investment platform under
the form of a debt fund to provide preferential loans with
a maturity up to 10 years.

- IP provides direct loans to legal bodies:

Direct loans for energy efficiency measures to public/private
bodies and/or ESCOs

Direct loans for RES developers dedicated for remote
prosumers who can buy or lease part of the power plant, built
by project developer

Direct loans for shallow renovation focusing on heating
systems (loans for condominium administrators)

- IP provides intermediated loans to citizen prosumers
through P2P crowdfunding platforms
- Prosumer loan will consist of three components:

Intermediated loan from the IP (required ROl lower than the
market'’s)

Investments from the citizens (market ROI)

Investment from P2P operators (ROl under negotiation)
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CImiZEE H2020 PROJECT: BELGIAN PILOT PROJECT EXAMPLE

CFs4EE Financing scheme to finance deep retrofit EPCs with ESCOs/ESCoops

VEB (Flemish Energy Agency) will drive the process to set
up a fully public investment platform under the form of a
dedicated credit line from the Flemish Government to
provide concessional loans to public entities with a
maturity up to 40 years.

VEB will launched a large tendering program for deep
retrofit of public buildings in Flanders based on Energy
Performance Contracting (EPC) with ESCOs/ESCoops as
co-investors at project level.

T
measures
a :
L w Deep energy saving

B

Financing scheme will consist of three components:

Light energy saving measures financed by the
ESCOs/ESCoops under third party investment (with
Eurostat SEC-neutrality)

Deep energy savings measures financed by the
Investment Platform under soft loans (30 to 40 years)

Lower payback time comfort measures financed by
the project beneficiaries on budget dotation
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EMAIL PHONE WEBSITE
jfmarchand@energinvest.be +32 472 675 427 www.energinvest.be
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