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A. CONTEXT 

1. Description of the Subsector 
 
The inefficient and polluting energy systems in EECCA countries are glaring economic and 

environmental problems interwoven with promising opportunities for reducing global greenhouse gas 
emissions. Eastern European economies suffered from the low productivity and living standards associated 
with inefficient energy use long before central planning came to an end. The barriers addressed by this 
project reflect the origins of these problems, together with the institutional inertia and initial policy priorities 
of economic transition. Decision makers still lack the confidence that experience would give them to 
promote energy efficiency and renewable energy investments. Energy managers have the technical skills to 
select, install and maintain the technology needed but generally they still lack expertise in preparing 
bankable proposals. Local banks are still unfamiliar with project financing techniques and still reluctant to 
provide finance in a sector perceived as highly risky. Fortunately, several key features of these barriers also 
contain opportunities for them to be resolved or at least better managed. Energy efficiency and to a lesser 
extent renewable energy investments are inherently cost-effective and self-financing in the proposed 
countries when energy prices that reflect the costs of production are established.  The reform of energy prices 
and subsidies are on the macro-economic agenda in most of the proposed participating countries. Efficiency 
improvements are also closely linked to increasing industrial and service sector productivity and rising living 
standards. Economic output in the EECCA countries is growing at between 5 to 12 per cent annually and 
foreign direct investment continues to increase. Rationalizing the large fixed capital investments in their 
energy infrastructure could help maintain economic growth through productivity gains, attract foreign 
investments and diminish domestic capital flight. Market economies have abundant examples of every aspect 
of successful energy efficiency and renewable energy applications including innovative financing models. 
Indeed, Central European post-economic transition countries also have a growing range of experience in this 
field that can be readily transferred to their Southern and Eastern European neighbours. 
 
 During the last few years, national programmes together with bilateral and international projects 
have begun to develop the policy reforms and financial engineering skills needed for energy efficiency and 
renewable energy investments in Eastern Europe. While these efforts have produced mixed results, this 
project is based on the lessons learned from the preceding initiatives funded by UNDP, UNEP, the Global 
Environment Facility (GEF) and other supporting institutions.  Significant policy reform and capacity 
building energy efficiency projects are underway or have been completed in Belarus, Bulgaria, Croatia, 
Hungary, Kazakhstan, Russian Federation, Romania and Ukraine. These projects have been closely 
associated with the UNECE Energy Efficiency 21 (EE21) work on energy efficiency investments for climate 
change mitigation.  Most importantly, some of these projects have demonstrated that it is possible to identify, 
develop and finance energy efficiency and renewable investment projects that will reduce greenhouse gas 
emissions in Eastern Europe.  But they have also shown that this is a time consuming and labour intensive 
process that needs to become much more fluid or business-as-usual in order to succeed on any meaningful 
scale. 
 
 The capacity to finance energy efficiency investments repeatedly coupled with the required reforms 
and capacities would open up a vast market in the EECCA countries.  The investment potential in Eastern 
Europe for energy efficiency projects with a payback period of less than five years is estimated to be 
between US$ 5 and US$ 10 billion.  Such an investment volume is so large that the private sector needs to 
participate in financing these projects.  While grants, loan guarantees and other financing schemes have an 
important demonstration value and help local partners to acquire the professional skills they need, only 
commercial sector finance on a suitable scale can actually deliver significant results. The genuine 
participation of the private sector in turn will require the formation of a market for energy efficiency and 
renewable energy in the EECCA countries. This market will need to provide opportunities for the 
commercial sector to make large investments with low transaction costs that have an acceptable ratio of 
returns to risks within a reasonable period of time. The achievements of recent and continuing technical 
assistance projects in this field have established the framework conditions for an energy efficiency market 
with one important exception: there is still no adequate dedicated source of equity or quasi-equity finance, 
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which is still the limiting factor that hampers the development of energy service companies (ESCOs) in these 
countries, an essential tool in view of fostering the financing of energy efficiency and renewable energy 
projects. 
  
2. Host Country Strategies 

Each of the project countries is committed to enhancing energy efficiency, developing human 
capacities, strengthening local communities and improving environmental quality. These features of 
government policies are cited in UNDP National Human Development Reports and in Country Strategy 
Notes. Improving energy efficiency to reduce greenhouse gas (GHG) emissions is a declared policy priority 
in the National Communications of Bulgaria (2002); Kazakhstan (1998); FYR Macedonia (2003); Romania 
(1998); Russian Federation (2003); and Ukraine (1998). The present Project has been formulated with the 
views, guidance and assistance of States and NGO energy efficiency agencies in participating countries.  
These agencies have presented the project to national GEF Focal Points. The participants in this process 
include: Albania EU Energy Efficiency Centre; Belarus State Committee for Energy Efficiency and Control; 
Bosnia and Herzegovina Federal Ministry of Energy Mining and Industry; Bulgarian State Energy Efficiency 
Agency; Centre for Energy Efficiency EnEffect (Bulgaria); Croatian Energy Institute Hrvoje Pozar; Energy 
Department, Ministry of Economy, Former Yugoslav Republic of Macedonia; Ministry of Industry, Energy 
and Trade, Kazakhstan; Ministry of Science, Industry and Technologies and Ministry of Energy, Russian 
Federation; Romanian Agency for Energy Conservation (ARCE), Ministry of Energy and Mining, Serbia; 
State Committee of Ukraine for Energy Conservation, Ukraine Ministry of Fuel and Energy and Agency for 
Rational Energy Use and Ecology (ARENA-ECO). 
   
3. Preparatory Process 

The project proposal has been formulated with the experts from all participating countries in a series 
of intergovernmental meetings beginning in May 2003.  The concept for this proposal followed the 
completion of earlier work on developing energy efficiency investment projects in selected participating 
countries under the UNECE Energy Efficiency 21 Project during the last three years. The preparatory 
process began with a working meeting between country experts and financial experts to explore how a 
dedicated investment fund could be set up.  This was structured at the Seminar on Financing Energy 
Efficiency Investments in Eastern Europe held on 26 May 2003 in Geneva in which participated key public 
and private financial institutions as well as energy experts: the European Bank for Reconstruction and 
Development, EBRD; Renaissance Finance International RFI UK Ltd.; US Department of Energy and US 
Agency for International Development (USAID); Energy Saving International ENSI representing the 
government of Norway; Energy Saving Centre NICE, Nizhny Novgorod, Russian Federation; Centre for 
Energy Efficiency EnEffect, Sofia, Bulgaria; State Committee for Energy Efficiency, Minsk, Belarus; World 
Bank Group/International Finance Corporation IFC; CDC IXIS Financial Engineering; Dexia Bank; 
TPF/UkrESCO; IMPAX; Energy Communications and Solutions LLC; and  SwissRe (Swiss Reinsurance 
Company) Greenhouse Gas Solutions. As a result, seminar participants recommended that an investment 
fund be developed to which a pipeline of the countries present or future investment project proposals could 
be submitted.  
 
 An intergovernmental meeting of national experts held after the seminar requested the UNECE 
secretariat to prepare a complete proposal based on an agreed draft (ENERGY/WP.4/2003/4) for a new 
energy efficiency project targeting these countries and including the creation of a dedicated investment Fund 
for submission to donors, co-financing partners and potential Fund investors (ENERGY/WP.4/2003/8).  A 
third regional meeting was held on 24 to 26 May 2004 in Geneva to review the development of the present 
project proposal. The meeting welcomed the recommendation of the UNFIP Advisory Board to submit the 
proposal for funding to the United Nations Foundation in June 2004. The meeting also expressed 
appreciation to the French Ministry of Foreign Affairs, French Global Environment Facility (FFEM), the 
United States Environment Protection Agency (EPA) and the European Business Congress (EBC) for co-
financing the project. Participants requested the preparation and submission of proposals to all these 
supporting institutions and to the GEF through UNEP. A fourth regional intergovernmental meeting of 
national experts was held on 29 June to 1 July 2005 to review progress on the submission to the GEF, 
confirm commitments of donor institutions and participating countries as well as to consider possible future 
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preparatory activities as required (ENERGY/WP.4/2005/5). Following the November 2005 approval of the 
GEF Council for a co-financing contribution to the project, a fifth regional intergovernmental meeting of 
national experts was held on 1-2 December 2005 to provide information and guidance for the preparation of 
the present Project Document (ENERGY/WP.4/2006/1). 
 
4. Institutional Framework of the Subsector 

This project addresses energy efficiency investment project development in supply side and end use 
residential, public sector and industrial applications and renewable energy technologies. The energy 
consumed by these services and systems is generally the responsibility of municipalities or local authorities 
that receive direct or indirect state subsidies. City administrations are directly responsible for municipal 
lighting and for the payment of heat from district heating companies for the full costs of heat delivered to 
residential and public buildings. Generally, the city administrations then bill householders or building 
occupants a monthly amount that is calculated on building size and nominal occupation and not actual 
consumption.  The city administration is normally responsible for the difference between the amount paid to 
heat suppliers and the receipts from consumers, an indirect subsidy that can amount to the majority of the full 
costs of heat supplied. While city administrations, local authorities, and the health services have an incentive 
to invest in energy efficiency, they have inadequate experience in pursuing such economies and lack access 
to capital. In addition, because of subsidies, lack of adequate metering and controls for actual energy use, 
building occupants themselves have little incentive to invest in energy savings and no capacity to introduce 
change. 
  
B.  PROJECT JUSTIFICATION 

1. Problem to be Addressed: The Present Situation 

EECCA countries suffer from severe economic and environmental problems caused by their 
inefficient and polluting energy systems. At the same time, some of the best opportunities for reducing 
global greenhouse gas (GHG) emissions will come from investments to improve energy efficiency in these 
countries. While the Eastern European economies are two to four times more energy intensive than the 
western market economies, the energy intensity of EECCA countries increased sharply during the first 
decade of economic transition, although it is now well understood that efficient and reliable energy systems 
are essential for managing economic transition, enhancing environmental conditions and ensuring energy 
security. 
 

Energy efficiency improvements as well as renewable energy investments are therefore badly 
needed, also because this is the only self-financing method of reducing GHG emissions in these countries. 
However, at present, financing energy efficiency or renewable energy in Eastern Europe is still a niche 
industry. Projects may have high internal rates of return (IRR), but do not capture the attention of investors 
or commercial banks because most projects are small and unfamiliar to local lending institutions. Even high 
IRRs cannot compensate for the high transaction costs banks incur to undertake the due diligence for small 
projects and to establish political, financial and institutional support for them. In addition, many experts in 
Eastern Europe know the technical fixes needed to improve energy efficiency in their municipalities, power 
stations or factories but they do not know how to formulate investment projects so that they meet banks 
rules, standards and criteria. Bearing in mind the lack of specific incentives in most of the participating 
countries to introduce the relevant regulatory, policy and institutional reforms in the energy sector, all these 
barriers represent a forbidding environment for realising energy efficiency or renewable energy investments.  
 

On the one hand, it has become clear that building technical and financial engineering skills, 
removing policy barriers and giving local stakeholders experience in financing investments are some of the 
key changes needed to actually achieve GHG emissions reductions on a large scale. In addition, providing a 
dedicated funding resource where both the public and private sectors can participate is a necessity in order to 
meet the huge capital needs that are required to achieve a real impact of the energy production and use 
patterns in these countries. 
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On the other hand, the substantial experience acquired during the last ten years has shown clearly 
that it is possible to identify, develop and finance energy efficiency and renewable energy investment 
projects in Eastern Europe. In addition, with energy market deregulation, further energy prices rises and 
reforms introduced in several countries, energy efficiency and renewable energy technologies as well as 
related services are beginning to become commercially attractive.  Several key projects completed recently 
with the support of the international community had been designed to take advantage of these market 
conditions by providing capacity building and promoting policy reforms to support energy efficiency and 
renewable energy investments.  But undoubtedly the major bottleneck is unavailability of project finance 
from dedicated financial instruments since commercial banks are still reluctant to apply project finance 
models to energy efficiency and renewable energy projects.  In the absence of suitable investment vehicles, 
private banks and private sector investors remain hesitant to commit themselves to this type of project. As a 
result, under present conditions in EECCA countries, once the pre-feasibility study business plans have been 
prepared, finding finance for each project is a time consuming and expensive process. Therefore, linking an 
investment project pipeline to pre-approved and dedicated funds would be the best way, possibly the only 
way to make significant progress in this field.  
 

As a result, the proposed project would address the three following barriers:   
 
• Lack of awareness from the part of national government ministries and local authorities as well as from 

the private sector regarding energy efficiency and renewable energy issues, particularly from the 
perspective of creating a non-distorted energy market; 

 
• Lack of expertise in preparing bankable proposals: this barrier has to be rapidly overcome in order to 

build a pipeline of projects that, in itself, would make the local financial institutions more confident that 
a market does exist and, as a result, make them more motivated to provide additional financing;   

 
• Lack of a dedicated funding source, given that the capital requirements for significant emissions 

reductions in this region are so large that only a growing market for implementing energy efficiency 
technologies with private sector participation will really have an impact.  

 
Energy Efficiency Investment Fund 
 

There is relatively limited experience of successful start-ups of fully-fledged private equity Funds 
dedicated to the financing of energy efficiency and renewable energy investments. Only a few initiatives that 
have been developed during the last few years can be documented so far such as the Renewable Energy and 
Energy Efficiency Fund of the International Finance Corporation (IFC) and the Energy Efficiency and 
Emissions Reduction Equity Fund of the European Bank (EBRD). But these initiatives do demonstrate the 
feasibility of attracting private investors to what is still perceived as a high-risk market.  

 
The difficulties faced by some of the attempts may have had a negative impact on the financial and 

investor communities, which may have lost confidence in the actual need for these mechanisms. On the other 
hand, the worsening evolution of the world climate change situation is leading a number of key stakeholders 
in the private sector to adopt a more aggressive and bold attitude, provided the lessons of previous initiatives 
are transparently taken into account; 
 
Among these lessons, those of particular importance are as follows: 

 
• Expectations of private investors for the returns should not be raised to a level that can obviously not 

be met. Although the recent (and maybe long term) increase of energy world prices make energy 
efficiency and renewable energy investments more and more competitive from a macro-economic 
perspective, this is not always translated in micro-economic terms in the present context of energy 
policies and domestic energy tariffs in the participating countries. In other words, it is not reasonable to 
speculate on rapid high returns from these kinds of investments.  This leads to an investor profile of 
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more likely to be “patient” capital providers, ready to accept, at least in the short term, lower returns 
than those they might be accustomed to expect from other types of investments; 

 
• Lower remuneration of the capital invested should be matched by a reduction of the perceived risk. It 

is therefore necessary to design a scheme that would allow shifting the risks away, at least partially, 
from the private sector to the public participants. This can be achieved, for instance, by buying down the 
cost of equity for the private investors. In reality, however, the risk for the investors in an Energy 
Efficiency and Renewable Energy Fund, lies less in the investments themselves which are now fairly 
well known, than in the absence of projects. The risk of poor quality of the projects the Fund will invest 
in still exists but can be very much mitigated by the demonstrated skills and experience of a carefully 
selected Fund Manager (which role is key, as indicated previously when analysing the cause for failures 
of some past projects) and by the setting up of internal bodies within the Fund (Investment Committee, 
Audit Committee) that would supervise the Fund Manager activity; 

 
• The quick disbursement of the Fund in a number of high quality projects will require that a series of 

measures be taken, even before the official launching of the Fund, in order to identify a pipeline of 
suitable proposals, susceptible to meet the Fund criteria, and to overcome the possible institutional 
difficulties or barriers that may still exist, from an administrative, regulatory or institutional perspective, 
in the targeted countries. In this regard, the focus should be on what is likely to be the most promising 
market, clearly the energy efficiency sector in Central and Eastern Europe, while leaving it open the 
possibility to include some good renewable energy projects when their cost-effectiveness can be ensured 
(for example, hydro, geothermal or biomass projects); 

 
• The Fund structure and design must result from a consensus among the investors: it will therefore not 

be the intention of UNEP or UNECE to define the Fund architecture and /or to manage it.  On the 
contrary, the process will lead to give responsibility to a Lead Investor and to specialised financial 
institutions such as the EBRD (see Annex 7) with proven experience in setting up this kind of financial 
mechanisms and in fund raising, while UNEP and UNECE will take an active part in managing the 
capacity building and technical assistance components.  

 
The project described in the following sections incorporates all these elements of feedback as 

outlined above. In addition, it takes also into account the fact that in some of the countries in the region, 
particularly Russia, Romania and Bulgaria, other GEF supported financing facilities are or will be 
established.  It should be noted that these financing mechanisms cannot be compared to the one planned for 
the present project which aims to develop a majority privately owned instrument: in fact public sector 
financing offered by the other GEF mechanisms are highly complementary.  

 
The Fund planned for this project will provide equity and quasi-equity to special purpose vehicles 

(usually around one third of the total capital needs) and these entities will have, in all cases, to find on the 
local market the debt portion needed to finance projects. Apart from finding this debt portion directly from 
local commercial banks, a solution will also be provided through the mechanisms set up in the framework of 
these three projects. Therefore, contacts have taken place with the IFC, GEF and UNDP task managers and 
the managers of these projects in order to ensure a close coordination between the new Fund planned for this 
project and the various complementary facilities is established.  

 
It should be emphasized that the most powerful instrument to trigger the realisation of energy 

efficiency investments is through the creation of Energy Service Companies (ESCOs), as demonstrated by 
the successful track record of the EBRD in Central Europe and also by the positive results of the GEF 
supported EMC project of the World Bank in China and the IFC HEECP project in Hungary. The 
participating countries of the present project unfortunately lack these kind of private structures, mainly 
because the local potential ESCO sponsors lack the equity basis to form such companies at the adequate level 
of reliability and creditworthiness. The planned Fund will address precisely this issue, which will help to set 
up ESCOs and other similar Special Purpose Vehicles (SPVs), suitable for bundling a large number of 
relatively small energy efficiency investments or renewable energy projects that might not be directly 
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financed by local or international banks. It is then obvious that these SPVs might become an important user 
of the previously mentioned existing GEF financing facilities, when implemented, either directly or through 
their local partner banks. It is therefore clear that the planned Fund will be complementary and provide 
added value to these existing, planned and forthcoming financial facilities. 
 
2. Expected End-of-Project Situation 

 
Given this background and analysis of previous initiatives, the present project will strive to 

complement the various initiatives mentioned above in some of the participating countries, while providing a 
first financing source in those countries where these initiatives have not taken place so far.  As already 
emphasized, this project draws on lessons from previous funds and mechanisms set up by the European Bank 
for Reconstruction and Development and DEXIA or the International Finance Corporation among others, 
including also the newly created CO2 Fund set up by Caisse des Dépôts et Consignations, Fortis Bank and 
DEXIA. Therefore, some of these institutions are anticipated to participate in the project as far as Objective 
Three described below is concerned, as a participant in the Fund and/or in its design (see EBRD letter of 
intent in Annex 7). 
 

The objective then is to develop a US$ 250 million dedicated Investment Fund under a public-
private partnership, meaning that the Fund would attract and be constituted through capital commitments 
made by investors from both the public sector (from the participating countries as well as from other 
interested countries) and the international private sector, in a proportion to be further analysed during the 
Fund preparation, but presently estimated around 65% private and 35% public. The status of the capital 
commitments would be different for the public and the private portion, since it is expected the public part 
will play a mitigation risk role vis-à-vis the private part, this role being also further refined under Objective 
Three of this project. The planned public-private Investment Fund will provide equity or quasi-equity to 
project sponsors directly through the creation of Special Purpose Vehicles or indirectly through the setting up 
of Energy Service Companies (ESCOs) that would be able to bundle small energy efficiency projects 
together in the framework of Energy Performance Contracts (EPCs).  
 

The Equity Investment Fund planned for this project will be a dedicated instrument to provide 
finance for (a) investments that have been already prepared during the previous phases of UNECE 
programmes Energy Efficiency 2000 and Energy Efficiency 21 (EE21) and therefore constitute a well-
defined initial projects pipeline and (b) for new investments that will be identified during the present project 
as a result of Objectives 1 and 2. Most of the projects that have already been identified during the previous 
phases of Energy Efficiency 21 unfortunately could not be financed until now, precisely because of the lack 
of an appropriate financing mechanism that imposed an inefficient case-by-case approach towards the 
financial institutions. This pipeline will have to be reviewed and updated by the Fund Manager who will also 
need to identify new energy efficiency and renewable energy projects in accordance with the Fund's pre-
established eligibility criteria, to complement this initial pipeline. The Fund structure is described more fully 
in the section on Project Activities below. 
 
 After four years, the success of the project will result in one or more investment funds with direct 
access to a pipeline of investment projects established in participating countries from a functioning network 
of municipal energy management teams trained in business planning and financial engineering to develop 
bankable projects. The positive experiences in implementing sustainable energy policies throughout the 
region would be disseminated more fully to the South Eastern Europe and EECCA countries.  The project 
will be replicable as new bankable projects continue to emerge from the investment project pipeline.  Energy 
efficiency projects will be sustainable in the longer term, since they would continue to achieve energy 
savings long after the loan was repaid. The indicators to quantify the success of the project in more detail 
are as follows: 
 
Achievement of outputs: 200 trained experts; 100 bankable investment project proposals; 2 broad regional 
studies of policy reforms needed to promote energy efficiency, renewable energy investments and diminish 
fuel poverty; 10 case studies of individual projects or classes of projects based on 3 workshops with 
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international and local experts; 3 seminars for senior decision makers; 15 special missions by international 
experts to advise city administrations, local authorities and national ministries on  reforms to support energy 
efficiency investment projects; one or more investment funds; investment project development standards in 
English, French and Russian and an investment project development inventory. 
 
Achievement of outcomes:; number and total value of energy efficiency investments generated by project 
activities; the number of local, regional or national policy reforms implemented; the amount of electronic 
traffic on the project Internet Website, number of Website users/subscribers in participating countries; the 
financial savings of consumers from energy savings; the amount of additional budgetary resources of 
municipalities, hospitals and health care facilities. 

 
Achievement of impact: the calculated or measured reductions in CO2, NOx and SO2 emissions from 
energy efficiency investment projects; the continuing improved cash flow for tenants, local communities, 
municipalities and hospitals from budgetary savings derived from lower fuel bills from energy efficiency 
improvements. 
 
3. Target Beneficiaries 

 The primary beneficiaries of the project are the energy managers in municipalities, utilities and 
industries who will benefit from enhanced skills; city administrations and municipal authorities will have 
lower fuel bills and additional purchasing power for other priorities; tenants and households will have a 
cleaner environment and lower fuel bills; local commercial bank managers will benefit from increased 
capacities to evaluate investment project proposals; national ministries and administrations will have 
additional support for implementing energy efficiency strategies from local experience; parliamentarians will 
benefit from targeted information on how other south-eastern European and EECCA countries have 
developed energy conservation laws, standards and regulations. Based on a series of successfully financed 
investments by the project’s investment funds, national and international companies and banks will be more 
inclined to enter new markets for energy efficiency products, services and investments three to five years 
earlier than they otherwise would.  
 
 The indirect beneficiaries include a wide range of consumers, groups and agencies in south-eastern 
Europe and EECCA countries which should experience financial and non-financial benefits over the life of 
the project and beyond from the implementation of the project, dissemination and replication of the 
successful experience of project outputs. These groups include: 

• Industrial and commercial sector consumers 
• Households and apartment building occupants 
• City administrations 
• Municipal energy management teams 
• Hospital and health care managers 
• Energy saving fund managers of city and regional administrations 
• District heating utility managers 
• Commercial banks 
• Investment project managers 
• National ministries 
• Non-governmental organisations 
 
 These groups have been consulted on the orientation of the project through meetings of the 
UNECE Energy Efficiency 21 Project, most recently during the Steering Committee session held in 2003, 
2004 and 2005 described in Section A.3 Preparatory Process above.  Local communities in eastern European 
cities have repeatedly expressed the need for enhanced communications, skills and policy reforms to develop 
and implement energy efficiency investment projects. Representatives of these groups have also expressed 
the need for this work to the UNECE Committee on Sustainable Energy, UNECE Committee on 
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Environmental Policy, UNDP and GEF consultative meetings, the Environment for Europe process, the 
Commonwealth of Independent States Inter-State Economic Committee and other international meetings. 
   
4. Project Strategy and Implementation Arrangements 

 During the last three years, the United Nations Foundation supported project ‘Energy Efficiency 
Investments for Climate Change Mitigation’ (ECE-CIS-99-043) carried out under the Energy Efficiency 21 
Project has met its original criteria for success. It has resulted in a pipeline of investment projects 
established in participating countries from a functioning network of municipal energy management teams 
trained in business planning and financial engineering to develop bankable projects. The positive experiences 
in implementing sustainable energy policies throughout the region have been disseminated more fully to 
EECCA countries.  The project has been replicable as new bankable projects continue to emerge from the 
investment project pipeline.  These energy efficiency projects will be sustainable in the longer term, since 
they will continue to achieve energy savings long after the loans are repaid. 

 
 The present project will go from one-off demonstration investments to the production of many 
energy efficiency and renewable energy investment projects.  Linking a project pipeline to the Energy 
Efficiency 21 Project investment Fund and financing mechanism will repeatedly produce investment projects 
that meet the criteria of the UNF Programme Framework for Sustainable Energy and Climate Change. The 
proposed Fund will not be managed by the UNECE. Instead a Fund will be established as a dedicated 
financial instrument targeted on projects in the present UNECE pipeline and those to be developed in the 
framework of this project.  
 
 A range of investment projects will be considered including demand side and supply side energy 
efficiency, renewable energy, electric power, clean coal technology and other GHG emissions reduction 
techniques such as coal mine methane abatement. Additional projects could also be considered for financing 
from other sources so long as they come from participating countries and meet the criteria approved in the 
Energy Efficiency 21 Project and by the fund managers.  These projects may be identified or developed by 
the fund managers, National Participating Institutions in the economies in transition, other multilateral and 
bilateral programmes and by the UNECE intergovernmental bodies including the Ad hoc Group of Experts 
on Electric Power, Ad Hoc Group of Experts on Coal in Sustainable Development and the UNECE Energy 
Efficiency 21 Project experts on renewable energy sources, but will need to meet in any case the Fund’s 
eligibility criteria. 
  

During the last three years, some 150 energy efficiency managers have been trained in courses on 
business planning and financial engineering in five countries (Belarus, Bulgaria, Kazakhstan, Russian 
Federation and Ukraine) under the Energy Efficiency 21 Project. These training courses have established a 
level of expertise, which will be developed more deeply and applied more broadly to the twelve participating 
countries during the next four years.  Recent experience has shown that trainees from earlier courses can 
serve as trainers subsequently. For example, the energy efficiency experts trained in EE21 financial 
engineering courses from Nizhny Novgorod (Russian Federation) that developed and successfully obtained 
financing from the World Bank for energy efficiency projects, served as trainers for EE21 courses given in 
Kazakhstan during 2001-2002.   
 

During the next four years, the project will use this type of experience to amplify impact of recent 
results in six ways.  The training courses and network development will be oriented to: 
• Promote the skills of recently trained experts to serve as trainers for experts from their own and 

neighbouring countries; 
• Increase the coverage of training and capacity building to include more municipalities in additional 

participating countries; 
• Identify and train experts to work directly with the fund managers of the investment funds and financing 

mechanisms related to the EE21 project; 
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• Use new training tools such as the CD-Rom e-Book Carbon Emission Trading Handbook in which most 
of the training on financing energy efficiency projects from carbon trading is provided by recorded 
lectures and software on the e-Book; 

• Develop training courses that deal with a wider range of climate change mitigation technologies 
including renewable sources of energy, energy efficiency, clean coal and coal mine methane abatement; 

• Increase the delivery methods for finding projects from the training courses to include the National 
Participating Institutions, investment fund managers and UNECE Ad Hoc Groups of Experts on Electric 
Power, Coal in Sustainable Development and the new activity of EE21 experts on renewable energy. 

 
Process of Repeated Investments 
 
 The financing mechanisms and pipeline of bankable projects will be designed to have standardised 
procedures to produce replicable transactions. Individual investment projects will be sustainable after the 
completion of the project since they will continue to achieve savings after the loans have been repaid.  The 
UNECE already provides international standards for electronic trade transactions and could do the same for 
energy efficiency investments for greenhouse gas emissions abatement. A significant part of investments will 
be loan guarantees accorded to local commercial banks. This institution building formula will enable local 
financial partners to gain experience with the analyses and procedures for financing energy efficiency 
investments so that such loans can be repeatedly handled with growing confidence. This will help to ensure 
the long-term sustainability of the project. 
 
Implementation Arrangements 
 
 In operational terms at UNECE, an evaluation of all UNECE activities undertaken in 2005 preceded the 
development of the Work Plan on ECE Reform (E/ECE/1434) on the restructuring of the UNECE programme of 
work and its intergovernmental bodies. The Work Plan on ECE Reform established priority areas that should 
strengthened for future work in the energy field: energy efficiency, cleaner energy production, energy security 
and diversification of energy sources, taking into account environmental concerns. Special attention should be 
given to cooperation with the Committee on Environmental Policy, the Committee on Transport and the Timber 
Committee.  The UNECE is committed as an institution to assisting member states to implement the provisions 
of its Long Range Trans-boundary Air Pollution Convention, which include measures to improve energy 
efficiency. 

The United Nations Economic Commission for Europe is the Executing Agency for the project 
carried out under the auspices of the UNECE Committee on Sustainable Energy by the Steering Committee 
of the Energy Efficiency 21 Project. Decision-making and guidance for the project will be in line with the 
participation and procedures of the EE21 Project Plan 2006-2009.  As a sub-regional project of Energy 
Efficiency 21, the project will be the direct responsibility of the Ad Hoc Group of Experts on Financing 
Energy Efficiency Investments comprising National Coordinators (NC) who are representatives of National 
Participating Institutions (NPI) appointed by the Governments of the participating countries of the project. 
The Steering Committee will include representatives of UNEP and UNECE as well as the co-financing 
partners and representatives of International Financial Institutions active in the region (EBRD, World Bank, 
IFC, NIB, Black Sea Development Bank, EIB, Council of Europe Development Bank, etc). Similarly, the 
UNDP European Regional Office in Bratislava (Slovakia) and the UNDP Resident Representatives in the 
participating countries will be invited to take part in project activities. The project will also implement 
activities through sub-regional networks, in particular, the Regional Network for the Efficient Use of Energy 
and Water Resources (RENEUER) hosted by the Centre for Energy Efficiency EnEffect located in Sofia, 
Bulgaria (www.reneuer.com). Monitoring and evaluation advisers will also participate in the Ad Hoc Group 
of Experts biannual meetings as observers. The Ad Hoc Group of Experts will elect a Chairman and a Vice 
Chairman on a rotating basis. The Ad Hoc Group of Experts will normally meet twice per year in Geneva in 
the Palais des Nations with complete conference services in English, French and Russian languages. 
 

The execution of the project will be under the purview of the Executive Secretary of UNECE.  The 
Director of the Sustainable Energy Division will be responsible for the implementation of project activities 
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while daily operations will be the responsibility of the Project Manager. The Project Management Unit 
(PMU) within the Sustainable Energy Division of the UNECE secretariat will carry out the project.  
 

While the UNECE will be the Executing Agency, the project will benefit from donor institution 
oversight through the participation of the Global Environment Facility related agencies. The GEF 
Implementing Agencies will be the United Nations Environment Programme (UNEP) Division of 
Technology, Industry and Economics (DTIE) and the European Bank for Reconstruction and Development. 
The EBRD is very committed to supporting energy efficiency investments and investments related to 
climate-change mitigation in its region. As the GEF Co-Implementing Agency, the EBRD role is to 
participate actively in the structuring and implementation of the public-private partnership Fund under 
Objective 3 of the project (see Annex 7).  This will include fiduciary responsibilities in which EBRD will a) 
work with the private lead investors in the Fund and the Fund Manager to advise on an appropriate Fund 
structure, based on the extensive experience of the EBRD in this field; b) help elaborate the investment 
guidelines for the Fund including environmental and integrity provisions, to ensure these correspond to the 
Bank’s mandate and to internationally recognised rules and c) perform due diligence according to the Bank’s 
procedures on the proposed Fund Manager. 
 

The UNEP/DTIE has significant experience in assisting government and private sector decision 
makers on clean energy issues in developing countries and Eastern European economies in transition. In 
particular, it has focussed on integration of environmental and social costs of energy production, 
management and use. It works with a broad sprectum of partners including industrial federations, financial 
institutions, non-govenrmental organisations and the private sector. Together with the UNEP Sustainable 
Energy Finance Initiative (SEFI), the UNEP/DTIE has a proven track record in energy efficiency and project 
finance related issues as well as a long experience of Eastern European countries. Indeed, it is currently 
reinforcing its capabilities and skills relevant to the scope of the project, with new staff members joining its 
existing team to consolidate its institutional capacity in this field.  

 
UNEP/DTIE will be responsible, in particular, for the scientific project oversight, co-ordination with 

other GEF projects (particularly those designed by other IAs and developing energy efficiency related 
financial mechanisms in countries belonging to the targeted group) and internal reporting to the GEF 
Secretariat on progress of the project. In addition, UNEP will be responsible for reporting the CO2 emissions 
reductions resulting from project activities to national registries and/or international inventories. The GEF 
Co-Implementing Agencies will provide oversight and guidance, in close cooperation with the Executing 
Agency, on selected aspects of project operations including: the participation and procedures of the Ad Hoc 
Group of Experts on Financing Energy Efficiency Investments; private sector participation in the Ad Hoc 
Group of Experts; the terms of reference of the National Coordinators and terms of reference of the National 
Participating Institutions. 
 

The project delivery systems will be through the network of National Participating Institutions to 
accelerate progress by working with local project sponsors to prepare bankable projects for both private and 
public sector entities. The network of National Participating Institutions will be serviced by an Internet 
electronic communications with actual or remote Websites for each counterpart. Distance learning for 
training courses by the Internet will increase the delivery of specialised technical, financial and policy 
information. The project will implement selected communications, training and policy reform activities 
through the RENEUER network of south Eastern European countries.  These communications will facilitate 
contact with the teams of international experts and the fund managers. The teams will assist participating 
municipalities in developing energy efficiency projects, advise on related policy reforms needed to support 
them and seek finance for proposed investments. In support of policy reforms, the project will analyse the 
potential of energy efficiency and renewable energy based on three workshops with international and local 
experts. This analysis will be reinforced by case studies of the reforms needed for specific investments or 
class of projects and will form the basis of policy seminars with senior officials, parliamentarians and 
national administrations for the participating countries. The seminars, enhanced by Internet live 
videoconferences, will be held to promote the conclusions and recommendations to direct and remote 
audiences. 
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5. Reasons for UNF/UNFIP Assistance 

 The project is designed to address two of the priorities outlined in the UNF Programme Framework 
of Sustainable Energy and Climate Change. In particular, planned project activities relate to the following 
Programme Focal Areas: 

Focal Area 1: Develop and Demonstrate Sustainable and Commercial Approaches to Deliver 
Community Based Renewable Energy Services 
• Develop innovative financing mechanisms and build capacities of local financial 

institutions 
• Build capacities of governments to improve rural renewable energy policies 
• Engage the private sector and build long-term public private partnerships 
• Build partnerships and leverage additional financing from other funding sources 

Focal Area 2: Improve Energy Efficiency in the Industrial, Residential and Commercial Sectors 
Through Market Oriented Polices and Programmes  
• Promote Market Mechanisms to increase energy efficiency in the industrial sector 
• Develop financial intermediation mechanisms for energy efficiency investments 

The project should have a special impact because of the standardized nature of much of the energy-using 
infrastructure in the EECCA countries participating in the project and because of the common characteristics 
across countries of some of the barriers to energy efficiency improvements. By developing and 
demonstrating locally adapted solutions and disseminating these widely through and advanced 
communications network, the project should have much greater impact than the specific projects on any 
particular site. In the medium term, the UNF/UNFIP support for this project will have two main benefits. 
First, investment projects developed and financed as a result of the project will continue to reduce 
greenhouse emissions long after project operations have come to an end. Second, if market formation 
activities are successful, efficiency improvements could be introduced more commonly without international 
assistance. 
  
6. Special Considerations 

The project deserves special consideration because it will assist the United Nations to have a greater 
impact in establishing the specific methods for accomplishing the broader aims of the United Nations. It does 
so with an innovative approach by promoting city-scale participation in the objectives of international 
environmental conventions of the UN FCCC and UN ECE. It establishes partnerships working with the 
civil society, between the public and private sector locally, with eastern European non-governmental 
organizations and western professional non-governmental organizations that serve the business community. 
It establishes strategic partnerships between the UN executing and co-operating agencies, the private sector, 
host country authorities and government sponsors in western countries. 
 
 These partnerships are expressed most effectively through collaboration to develop cost-effective 
energy efficiency investments that leverage commercial sector financing and additional resources from 
public and private sector co-financing partners. The approach should provide the conditions, skills and 
incentives for local stakeholders to engage in entrepreneurial activities which have had a multiplier effect 
when applied in market economies.  Energy efficiency investments developed in the project should provide 
continuing budget savings for municipalities, hospitals and district heating utilities. While it may take local 
budget policy reforms to accomplish this, the result should be that hospitals would benefit doubly by using 
budget savings on other health care priorities. Local communities would also benefit from enhanced safety 
and personal security from improved public lighting systems.  
 
 The project focuses on prevention of financial waste and environmental pollution by reducing 
energy consumption through efficiency improvements. Innovative Internet communications will link local  
participants, non-governmental organisations with private sector counterparts in countries where the Internet 
is only beginning to emerge as a communications medium. It will allow international investors, including 
those seeking to participate in Joint Implementation (AIJ) projects, to assess a range of investment 
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opportunities which can be analysed on-line with value added pre-feasibility information and subsequently 
bundled together as investment packages. Similar on-line analyses can be performed by eastern, western and 
joint-venture companies to assess the market for their energy efficiency products and services in the region 
and provide opportunities for them to develop local partnerships with the support of host country institutions. 

 
7. Co-ordination Arrangements 

Energy Efficiency 21 ensures co-ordination with other programmes and development efforts 
through the annual session of its Steering Committee, which is composed of representatives of governments, 
business and finance from 32 UNECE member states in Eastern Europe, the EECCA, Western Europe and 
North America. The EE21 Project includes the participation and advice of bilateral agencies, international 
organisations and international financial institutions such as the European Commission SAVE Programme, 
PHARE, TACIS, USDoE, USAID, EBRD, World Bank, IFC, Council of Europe Development Bank, 
UNDP-GEF, UN FCCC, International Energy Agency OECD, the Inter-State Economic Committee of the 
Commonwealth of Independent States and European Energy Charter. Non-governmental organisations 
taking part in Project activities include the Alliance to Save Energy, World Energy Council, Black Sea 
Economic Co-operation, and the Vienna International Council. The Ad Hoc Group of Experts on Financing 
Energy Efficiency Investments will provide coordination with similar technical assistance projects, 
international financial institutions, UN Resident Coordinators and the UNDP European Regional Office in 
Bratislava, Slovakia. The project will ensure co-ordination through sub-regional networks such as the 
RENEUER for south Eastern European countries. 

8. Counterpart Support Capacity 

A prerequisite required of each participating country to start implementation, will be to provide 
project offices, office equipment, consumables, staff (both professional, including the full-time services on a 
National Co-ordinator and support personnel) and computer technology for Internet operations for the 
duration of the project. The precise composition of the national project management teams and their office 
facilities will be determined during the project inception phase. At a minimum, the National Co-ordinator 
will need to be equipped with the computer hardware, software, modem and telephone line connection to 
operate a site on the Internet and to correspond by electronic mail. These communications will be mainly in 
the English language.   
 

The work methods for this project will require the extensive use of the Internet and of electronic 
communications through the National Co-ordinator and with energy manager of each energy efficiency and 
renewable energy investment project. Ideally, project teams should have access to the Internet and electronic 
communications. In terms of work months, host countries as an ‘in kind’ contribution will provide most 
personnel costs for the local implementation of project operations. This contribution will include the costs of 
experts taking part in project training courses for business planning and financial engineering.  The facilities 
and personnel services provided on an ‘in kind’ basis for project operations are estimated to be 
approximately US$ 25,000 per year. 

 

C. DEVELOPMENT OBJECTIVE 

 The development objective is to promote an investment climate in which self-sustaining energy 
efficiency and renewable energy projects can be identified, developed, financed and implemented by local 
teams in municipalities, factories and energy utilities. The intention is to replicate successful measures 
nationally, in South-Eastern Europe and EECCA countries once proven on a limited scale. This project can 
be deemed an exclusively charitable project because, as described in the objectives, activities, and other 
sections of this Project Document, it is intended improve the maintenance of public buildings, hospitals in 
particular; provide relief and increase the security of urban poor with improved municipal lighting and lessen 
the burdens of Government by producing budget savings for municipalities through more efficient district 
heating systems. 
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D. IMMEDIATE OBJECTIVES, OUTPUTS AND ACTIVITIES 
 

The project has three immediate objectives to produce measurable results during the next four 
years. These objectives will be met by project participants implementing the outputs quantified in the 
following section. The funding required would come from the co-financing partners, participating countries, 
UNECE and the UNF/UNFIP. 
 
Objective One:  Identify and develop investment projects in 20 locations in the private and public 
sectors at the local level:  identify, develop, finance and implement demand side and supply side energy 
efficiency and renewable energy projects that meet environmental, health and institutional reform priorities.  
 
Objective Two: Strengthen energy efficiency and renewable energy policies in the participating 
countries, assisting municipal authorities and national administrations to introduce economic, institutional 
and regulatory reforms needed to support investments in energy efficiency and renewable energy projects.  
 
Objective Three: Promote opportunities for banks and commercial companies to invest in energy 
efficiency and renewable energy projects through the development of new public private partnership 
investment funds or financing mechanisms. 
  
Key Activities and Anticipated Results 

The outputs to be produced from each activity of the project goals are outline below. 
 
Objective One:   Identify and develop investment projects 
 
1.1 A network of energy efficiency managers in participating countries: Two local teams in selected 
municipalities in each of 12 countries trained and linked by Internet for communications, information 
transfer and distance learning through activities including the following: 

  Develop terms of reference for local municipal teams, 
  Establish Internet home page for each team, software project identification, 
  Develop on-line training for local teams communications and software use. 

 
1.2 Trained experts in project development, finance, business planning: 200 city energy managers, 
commercial bank managers and experts trained during 6 training courses of 3 sessions each including 
Internet assisted learning: 

  Prepare a project development curriculum with local teams, fund managers, 
  Hold 6 training courses in participating countries, 
  Link training course materials, filmed instruction to Internet dissemination. 

 
1.3 Investment project pipeline: financial and technical clearance by expert teams of 100 demand side and 
supply side investment project business plans from (a) project training courses (b) National Participating 
Institutions (c) investment fund managers and (d) UNECE Ad Hoc Groups of Experts on Electric Power and 
Coal in Sustainable Development and the EE21 experts on renewable energy for submission to investment 
funds for financing (see 3.1 below): 

  Prepare investment project selection criteria with fund managers, 
  Assess technical, economic, financial feasibility of projects, 
  Revise projects with fund managers, advise on related policy reforms. 

 
Objective Two:  Strengthen energy efficiency and renewable energy policies 
 
2.1 Economic, Institutional and Regulatory Reforms: A broad analysis of policy reforms needed to 
promote energy efficiency and renewable energy investments, reduce fuel poverty including 10 case studies 
of individual projects or classes of projects based on 3 workshops with international and local experts 
through the following activities: 

  Review the key energy sector accomplishments of economic transition and identify new reforms required 
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to introduce market based energy systems, 
  Select specific policy ‘bottlenecks’ to energy efficiency, renewables projects,  
  Identify sets of bankable investment projects that require the selected reforms. 

 
2.2 Energy Efficiency Seminars: Three seminars for senior decision makers from participating countries to 
examine policy reforms and to promote a sound business environment based on the analysis and project case 
studies (2.1 above): 

  Select key policy makers from countries featured in case studies, 
  Develop Russian-English presentations on reforms linked to projects, 
  Hold one seminar per year publishing proceedings and reform proposals. 

 
2.3 Policy Advisory Services:  At least 15 special missions by international experts to advise city 
administrations, local authorities and national ministries on reforms to support energy efficiency investment 
projects: 

  Working with fund managers, identify key reforms urgently needed, 
  Convene consultation of policy makers with fund managers, local teams; 
  Provide macro scale assessment of policy reforms on energy sector, environment, GHG emissions 

reductions. 
 
Objective Three: Promote opportunities for commercial banks and companies to invest 
 
3.1 Energy Efficiency Investment Funds: establishment of a public private partnership investment fund 
(described below) in four steps: 

 
(a) Structure and prepare the investment fund under the leadership of a Lead Private Investor 

including establishing the investment objectives, investment structures, commercial success 
criteria, sub-projects eligibility criteria, conditions, exclusions and restrictions, hurdle rate, 
expected returns, exit strategy, coverage by sector and geographical coverage, potential fund 
size, market, management structure and costs, etc.  

(b) Analyse the financial, legal and fiscal issues including the capital structure and all necessary 
legal arrangements with investors; 

(c) Solicit public sector entities from both the targeted countries and other western countries as 
well as private sector investor participation, on the basis of an investment memorandum to be 
prepared as part of the activity and;  

(d) Select an experienced fund manager through internationally approved procurement 
procedures. 

 
3.2 Investment Project Development Standards: identification of energy efficiency investment project 
selection criteria; preparation of multilingual (English, French, Russian) terms, definitions, units of 
measurement and templates suitable for UNECE standards available through Internet applications 

  Develop draft terms of standards through a small working group to review all existing standards with the 
participation of relevant international partners 

  Prepare software applications and a prototype Internet application 
  Seek adoption of the standards by the UNECE and if appropriate by ECOSOC 

 
3.3 Investment Project Pipeline Inventory: standard presentation of energy efficiency renewable energy 
investments developed within the framework of the project with details of total project cost, investment 
requirements, internal rates of return and CO2 emissions reductions. 

  Develop a software package for listing all key data allowing for the ‘bundling’ of small energy efficiency 
and renewable energy projects 

  Disseminate the software package to local teams and fund managers 
  Provide access to investment project pipeline inventory on Internet on a subscription basis to fund 

management teams and other sources of financing. 
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Public Private Partnership Investment Fund 
 

The Fund will be established as a public-private partnership, which means that capital investors in 
the Fund will come from both the public sector and the private sector. It is the aim of the project and of the 
present submission to the GEF to fully determine who are the investors and how the Fund will be actually 
structured and run.  However, based on the preliminary discussions that have already taken place during the 
preparatory phase of this project, a few basis principles can be delineated as follows: 
 
Capital Commitments and Fund Size 
 

The Energy Efficiency 21 Steering Committee has received letters of intent from various institutions 
proposing to create a Fund ranging between US$ 100 million to US$ 250 million.  It is therefore targeted to 
set up a first closing for the Fund at the level of US$ 100 million, with further possible closings until 
reaching the final objective of US$ 250 million.  The objective is that the first closing would occur at the 
latest nine months after the dissemination of the official Investment Memorandum describing the general 
terms and conditions of the Fund, so that the Fund can actually start its activities, while the final closing 
would occur no later than one year after this first closing has taken place.  In order to make this Fund 
sufficiently attractive to private sector investors, it is intended to mitigate the risks for the private sector 
through a contribution of the public sector representing around 35% of the total capital commitments.  This 
public participation is expected to come from the governments of the participating countries in the region 
where the Fund will operate, as well as from governments from OECD countries or other possible donors but 
not from the GEF.  This public investment in the Fund will not be considered as grants or subsidies: when 
the Fund will exit from its investments (see below), these capital commitments will be recovered by the 
public investors as it would be the case of the private investors, the difference being that they may, in 
conditions explained in section 3.1.4, simply yield a return lower than the one allocated to the private 
investors. This would contribute to reduce the risk of these private investors, in order to provide them an 
incentive to commit to the Fund. The uneven treatment of investors will be fully examined during the design 
phase of the Fund.   
 

Various private financial institutions have already made proposals to invest in this Fund or have 
indicated their knowledge of strong investor interest in the Fund including: 
 
• SwissRe, Greenhouse Gas Risk Solutions; 
• Conning Asset Management; 
• TCW Energy and Infrastructure Group; 
• Commonwealth Bank of Australia; 
• Caisse des Dépôts et Consignations leading a consortium of European banks including Group San Paolo, 

Bayerische Landesbank and Caixa Geral de Depositos. 
 
In addition, the European Bank for Reconstruction and Development (EBRD) has expressed an interest in 
participating as an investor in the Fund subject to all relevant internal approvals within the bank and 
satisfactory final documentation (see Annex 7). 
 

During the fund raising phase, other potential investors will be sought, from the financial sector with 
which UNEP has established a strategic partnership through the UNEP-FI and the SEFI programmes and 
from the industrial sector, particularly in the energy and utilities area. The following categories of investors 
most likely to be solicited: 
• Private and public financial institutions: banks and insurance companies based in various parts of the 

world (USA, Europe, Asia) including local financial institutions in the beneficiary countries; 
• Large industrial groups from the targeted countries as well as from western countries that are committed 

to sustainable development including multi-national petroleum companies, large energy utilities, service 
industry companies engaged in the environmental sector; 

• Targeted funds and green funds created to be leveraging tools in the environmental sector.  
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It is clear that this fund-raising phase is a very sensitive one and that no guarantee can be given that 

it will be successful. The risk of failure is however mitigated, given the precedents of REEF and the EBRD 
Funds that were both able to attract significant volumes of private investment. In addition, the intensive 
preparatory work with key potential investors such as Swiss Re indicates that there is now a growing appetite 
from the private sector for these types of mechanism, provided they can be made comfortable on the 
management issues.  
 
Fund Investments 
 

The Fund will invest exclusively in energy efficiency and renewable energy projects that have a 
quantifiable impact on the reduction of greenhouse gas emissions and that are located in the twelve 
participating countries: Albania, Belarus, Bosnia and Herzegovina, Bulgaria, Croatia, Kazakhstan, Former 
Yugoslav Republic of Macedonia, Moldova, Romania, Russian Federation, Serbia, Ukraine. A list of 
eligibility criteria will be established to further determine which kind of projects will be deemed acceptable 
and under which conditions and/or restrictions.  It is expected that the fund will be able to provide equity and 
quasi-equity financing for setting up project companies and Special Purpose Vehicles (SPV) particularly in 
the case of on-grid renewable energy projects as well as Energy Service Companies (ESCOs) particularly for 
dealing with small scale energy efficiency investments. The conditions and limitations under which these 
instruments will have to be used will also be further defined during the course of project operations and will 
result in an Investment Memorandum to be agreed on by all investors in the Fund that will describe, inter 
alia: 
 
• the technical nature of the sought investment and/or the technologies eligible to the Fund in both the 

energy efficiency and renewable energy fields (for example: co-generation, tri-generation, boilers 
refurbishment, district heating rehabilitation, street lighting renovation, biomass boilers, mini-hydro 
equipment, etc); 

• the restrictions and limitations the investors and the Implementing Agency will want to introduce in 
establishing criteria for the Fund (for example: no intervention in companies producing tobacco or 
weapons, no more than X% in one single country or no more than Y% in one single investment, co-
financing requirements and modalities, compliance with GEF policies and COP guidance with respect to 
CDM and JI procedures, etc); 

• the Fund’s internal regulations, procedures and bodies (Board of Directors, Investment Committee, 
Policy Committee, co-financing rights and duties, etc); 

• legal and fiscal issues for the investors. 
 
Fund Duration and Exit 
 

Given that an important pipeline of projects has been established in previous phases of the EE21 
program and that a number of bankable proposals have been prepared, it is anticipated that the Investment 
Period (the time during which the Fund will invest all its aggregated capital commitments) will not exceed 
four years from the official closing date.  It is then anticipated that the Fund will be able to exit from its 
investments (by selling its shares or through any other predetermined means) after three to four years, 
bringing the total Fund duration to around seven or eight years.  It should be noted that the envisaged 
structure is not a revolving fund: once capital is committed, the returns on investments are obtained in the 
form of dividends or at the exit date and cannot be reinvested, unless the Board of Directors decides 
otherwise. 
 
Fund Returns 
 

As previously indicated and as in any other investment fund, the proposed Fund will make its returns 
from the dividends received on its shares in the projects it has invested in and from the profit made at the exit 
time through the selling of these shares. It is one of the key tasks of the Fund Manager to build the 
contractual arrangements when investing in a project so that the selling of the shares at an appropriate time 
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can be realised in the best possible conditions. It is well known however that although energy efficiency and 
renewable energy projects may be cost-effective, they have often difficulties in yielding the same level of 
returns which private investors are accustomed to obtaining from investments in other sectors because of the 
range of technologies available, energy pricing policies and tariff structures. This is why it is anticipated that, 
as an incentive for the participation of private sector institutions, the status accorded to the public and private 
capital commitments will be different.  While the final scheme is to be defined in detail and approved by the 
various public and private targeted investors, it will be based on the following principles: 
 
• If the global fund return is above a certain threshold, public and private investors will receive the same 

level of returns in proportion to their commitments; 
• If the global fund return is below various predetermined thresholds, the public investor’s returns will be 

reduced accordingly so that the private sector share can reasonably be increased and thus its risk 
mitigated.   

 
Fund Management 
 

The Fund will be managed by an experienced Fund Manager that will be hired through an 
international tendering process, on the basis of terms of reference and selection criteria that will be 
established during the project, under Objective Three.  Fund investors will be solicited for proposals of 
candidates for Fund Manager within the framework of the international tendering process. In general the 
Fund Manager will: 
 
• Supervise the fund raising phase; 
• Prepare all legal documentation regarding the establishment of the Fund and the investors capital 

commitments; 
• Prepare the Fund’s guidelines and procedures, as well as the investments eligibility criteria for Fund’s 

Board approval; 
• Identify the possible investments, make all necessary technical and financial due diligence, negotiate 

with sponsors, partners, technology suppliers and possible co-financiers and prepare the projects 
submissions to the Fund’s internal bodies such as the Investment Committee and the Policy and Strategy 
Committee; 

• Prepare all necessary legal and fiscal documentation and agreements for signing by the Board with 
support of a legal and fiscal advisor, implement and monitor these projects; 

• Report to the Board of Directors of the Fund; 
• Organise the Fund exit from the projects in the best possible conditions. 
 
The Fund Manager will receive an annual remuneration to be negotiated, paid by the Fund.  As an incentive 
to produce good results, the Fund Manager also usually receives a portion of the actual Fund returns, the 
carried interest. 
 
Investment Fund Activities  
 
Activities related to Objective 3.1 will include: 

 
(a) The preparation of an Investment Memorandum under the responsibility of a Lead Investor to be 

sent out towards all potentially interested public and private investors and describing in depth the 
Fund's features and characteristics as well as the legal and fiscal modalities for investors to 
enable them to make commitments to the Fund; 

(b) An analysis of the technology risks of energy efficiency and renewable energy technology and 
political risks of participating countries based on the past experience of UNEP, UNECE, other 
initiatives from a wide range of international sources; 

(c) The organisation of meetings and workshops in various places in OECD countries as well as in 
the targeted region to advertise the Fund, discuss the key issues related to its establishment with 
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the potential investors and alter if needed accordingly the proposed structure to meet the specific 
needs or requirements of the key investors; 

(d) The selection of a reputable legal and fiscal advisor susceptible to establish the Fund in the most 
transparent and cost effective conditions, in an acceptable fiscal location meeting international 
rules and standards, and to prepare all necessary legal agreements between the Fund and its 
investors as well as between the Fund and its investment companies;   

(e) The preparation of the terms of reference for the selection of a Fund Manager and the 
organisation of an international tender.  

 
Investment Fund Outputs  
 

(a) An Investment Memorandum: a document legally enforceable to be printed and broadly 
disseminated among the financial and investors community, 

(b) Investor Seminars: presentations and workshops to describe and discuss the main 
characteristics of the proposed Fund;  

(c) An Energy Efficiency Investment Fund: establishment of a public private partnership 
Investment Fund to provide US$ 250 million of equity or quasi equity to project sponsors;  

(d) The selection of an experienced Fund Manager 
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Table 1: Project Objectives, Outputs, Activities and Partners 

 
Project Objectives and Activities Partners for Project Implementation 

 1 2 3 4 5 6 7 8 9 10 11 

Objective One: Identify and develop investment projects            

1.1  Network of energy efficiency managers in participating countries            
1.1.1 Develop & approve terms of reference for National Coordinators            
1.1.2 Develop & approve terms of reference for National Participating Institutions            
1.1.3  Establish local project expert teams in each country            
1.1.4 Establish dedicated project website & on-line project development software            
1.1.5 Develop on-line training for local teams communications and software use            
1.2  Trained experts in project development, finance, business planning            
 
 

           

1.2.1 Select trainers for investment project development, financial engineering            
1.2.2 Prepare a project development curriculum, training manuals, software            
1.2.3 Select training course nominees and initial project proposals            
1.2.4 Select training course participants, initial project screening            
1.2.5 Train participants: 6 training courses including internet sessions            
1.2.6 Assist training course participants remotely via internet, e-mail            
1.2.7 Link training course materials, filmed instruction to Internet dissemination            
1.3  Investment project pipeline            
1.3.1 Establish investment project development expert teams             
1.3.2 Prepare project selection criteria with fund manager             
1.3.3 Prepare investment project proposals to meet agreed criteria            
1.3.4 Assess economic, technical and financial viability of projects             
1.3.5 Prepare written evaluation of project for clearance, reformulation or rejection            
1.3.6 Revise, reformulate projects with sponsors, advise supporting policy reforms             
 
Partners for Project Implementation   
1. Investment Fund Manager 5. Local Project Expert Teams 9. UN ESCAP 
2. Communications Management Company  6. GEF Implementing & Cooperating Agencies 10. National and International Consultants 
3. National Ministries  7. UNECE 11. International Sub-contractors 
4. Municipalities and Energy Conservation Agencies 8. UNDP, GEF and UN Resident Co-ordinators  
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Table 1: Project Objectives, Activities and Partners (continued) 
 
 
Project Objectives and Activities Partners for Project Implementation 

 1 2 3 4 5 6 7 8 9 10 11 

Objective Two:  Strengthen energy efficiency policies            

2.1  Economic, Institutional and Regulatory Reforms            
2.1.1 Analyse key energy sector developments of economic transition            
2.1.2 Review progress of reforms to introduce market based energy systems            
2.1.3 Prepare Regional Analysis of Policy Reforms for Energy Efficiency            
2.1.4 Identify specific policy ‘bottlenecks’ to energy efficiency, renewables projects             
2.1.5 Conduct 3 workshops of international and local experts            
2.1.6 Prepare 10 case studies of individual projects            
2.2  Energy Efficiency Seminars            
2.2.1 Analyse implementation of energy conservation laws, regulations            
2.2.2 Select key policy makers from countries of case studies            
2.2.3 Prepare presentations of reforms linked to case study policy bottlenecks            
2.2.4 Conduct 3 seminars publishing proceedings and reform proposals            
2.2.5 Disseminate policy reform recommendations (also with 2.1.6)            
2.3  Policy Advisory Services            
2.3.1 Review key administrative, institutional & policy barriers to energy efficiency            
2.3.2 Assess reforms required for financing with Fund Managers            
2.3.3 Conduct 15 advisory missions to participating countries            
2.3.4 Convene consultative meetings policy makers, fund managers, local teams            
2.3.5 Prepare analysis economic impact policy reforms            
2.3.6 Analyse environmental impact, GHG emissions reductions of policy reforms            
2.3.7 Document and disseminate measures/reforms            
2.3.8 Evaluate national experiences adoption of recommended policy reforms            
 
Partners for Project Implementation   
1. Investment Fund Manager 5. Local Project Expert Teams 9. UN ESCAP 
2. Communications Management Company  6. GEF Implementing & Cooperating Agencies 10. National and International Consultants 
3. National Ministries  7. UNECE 11. International Sub-contractors 
4. Municipalities and Energy Conservation Agencies 8. UNDP, GEF and UN Resident Co-ordinators  
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Table 1: Project Objectives, Activities and Partners (continued) 
 
 
Project Objectives and Activities Partners for Project Implementation 

 1 2 3 4 5 6 7 8 9 10 11 

Objective Three: Promote opportunities for commercial sector investors            

3.1  Energy Efficiency Investment Funds            
3.1.1 Structure and prepare the investment fund            
3.1.2 Analyse the financial, legal and fiscal issues            
3.1.3 Solicit public and private sector participation in the investment fund            
3.1.4 Select experience fund manager            
            
3.1.4 Present bankable projects to financial institutions, investment funds            
3.2  Investment Project Development Standards            
3.2.1 Review and assess energy efficiency investment project selection criteria             
3.2.2 Convene small working group to review existing standards            
3.2.3 Develop draft investment project standard terms, units, definitions, templates            
3.2.4 Prepare software and Internet prototype applications of standard templates            
3.2.5 Seek adoption of standards through UNECE and if appropriate ECOSOC            
3.3  Investment Project Pipeline            
3.3.1 Assess database software packages for listing investment projects            
3.3.2 Adapt software package bundling small energy efficiency projects            
3.3.3 Review & assess bundling package with local teams & fund managers            
3.3.4 Develop internet based access to project pipeline using bundling software             
3.3.5 Provide and service access of fund managers to project pipeline            
 

Partners for Project Implementation   
1. Investment Fund Manager 5. Local Project Expert Teams 9. UN ESCAP 
2. Communications Management Company  6. GEF Implementing & Cooperating Agencies 10. National and International Consultants 
3. National Ministries  7. UNECE 11. International Sub-contractors 
4. Municipalities and Energy Conservation Agencies 8. UNDP, GEF and UN Resident Co-ordinators  
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E. INPUTS 

The funding required for this project is planned to come from four sources: participating 
governments a national counterparts ‘in kind’ commitments, the UNECE ‘in kind’ contribution, co-financing 
partners and the UNF/UNFIP. The commitments of national host authorities are described in Section B.8 
Counterpart Support Capacity and in Section J Budgets below.   The modalities for counterpart support are 
described Section J Budgets and in relevant Annexes to this Project Document. 
 

The inputs to be funded by UNF/UNFIP are described below and given in the context of the total 
project budget in the following section. The funding sources for each type of expenditure listed below are 
given in Table 5. 
 
Personnel Inputs:  Over the course of the project, UNF/UNFIP support for personnel will be mainly under 
Outputs 1.3, 2.1, 2.2 and 3.1 for consultancies, while travel for project personnel and secretariat staff applies 
to all Outputs. Both international and national consultants are foreseen in the preparation of the broad 
analysis of policy reforms needed to promote energy efficiency and the ten case studies of individual 
projects. International consultants are planned for the financial and technical clearance of training course 
business plans and the preparation with local teams to bankable projects to investors. In terms of work 
months, host countries as an ‘in kind’ contribution will provide most personnel costs for the local 
implementation of project operations. 
 
Subcontract Inputs: International and national subcontractors would be required to work independently and 
with national teams to implement Outputs 1.1, 2.3, 3.1, 3.2 and 3.3 involving the development of the Internet 
communications and information handling systems, preparation of the broad analysis and case studies, 
support for investment fund managers and appraisal and establishment of an investment fund. 
 
Training Inputs: Institution and capacity building activities requiring training will be carried out to fulfil 
Outputs 1.1, 1.2, 2.1, 2.2 and 2.3 with the greatest emphasis on training for the use of the Internet and project 
management for energy efficiency demonstration zone personnel. 
 
Equipment Inputs: A comparatively small part of the equipment for the project will require UNF/UNFIP 
support since national participants will have basic Internet capacity as a prerequisite to undertaking the 
project. Equipment inputs would be for upgrading systems and maintaining uniform equipment standard for 
the duration of the project mainly under Outputs 1.1, 1.2 and 2.3 by the local energy efficiency teams. Any 
equipment purchased with project funds will revert to the United Nations on the completion of project 
activities. 
 
F. RISKS 

The project will demonstrate that the concept of an energy efficiency and renewable energy 
investment equity fund is a financially sustainable opportunity for public and private sector investors.  In 
order to do this, it will show that a series of cost-effective investment projects can be financed by the Fund so 
that investors will be interested in participating in this Fund and subsequently in other similar investment 
fund initiatives. Initially, some public sector resources (aside from the GEF or other co-financiers requested 
contribution) will be used to provide a risk reduction buffer for private sector investors. The Fund will focus 
on projects that meet criteria established by both the UNEP/GEF, UNECE and the Fund investors.  Projects 
with internal rates of return set at a reasonable level and an acceptable level of risk will be a priority for the 
Fund Manager. The Fund will target projects that significantly reduce GHG emissions and can be replicated. 
As a result, the Investment Fund itself could also be repeated at much lower cost if it proves successful.  
 

The basic concept is that the Fund investments will be highly leveraged, in the first place because 
other equity contributions from co-investors will be sought and, secondly, because additional financing will 
come under the form of loans from local banks or international financial institutions. From this standpoint, 
the facilities established in countries like Romania, Bulgaria or Russia with GEF support will possibly be 
used, when and if this will not be considered as duplicating GEF financing for the same investment.  This 
risk is however very much mitigated considering GEF support to this project will not be directed to the Fund 
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itself, but just to its design. In addition, individual investment projects will be sustainable after the 
completion of the project since they will continue to achieve savings after investments have been repaid. 
 
1.  Economic  
 

The economic upturn that the proposed participating countries have experienced during the last few 
years with sharply rising GDP growth1, falling interest rates and the continuing rise of foreign direct 
investments have established a positive economic setting for the proposed project. In addition, persistently 
high oil prices are another important incentive for increased investments in energy efficiency and renewable 
energy sources. Assuming there is no overall disruption of investment climate in EECCA, economic risks 
should be very low. Nevertheless, several features of the project should diminish this still further.  Risk 
mitigation measures will include promoting supportive government policies, diversification of the project 
portfolio and targeting a selection of energy efficiency investments on projects that will enhance 
productivity.  Energy efficiency is a declared policy priority cited in the UNDP National Human 
Development Reports and in Country Strategy Notes for Bulgaria, Kazakhstan, FYR Macedonia, Romania, 
Russian Federation and the Ukraine. The project will seek to reinforce these measures through the 
adjustment of energy prices to reflect the costs of production in line with World Bank policy 
recommendations and earlier UNECE work on reforming energy prices and subsidies2.  
  

There is a risk that the project will not attract adequate investor interest or public sector participation. 
This risk is significantly diminished by the initial interest expressed by key investors to participate in the 
fund as described in letters from large potential investors. Much more significant commitments are expected 
when project operations begin since this will include an intensive fund raising phase. Similarly, another risk 
to consider is that the project could fail to develop a sufficient volume of bankable energy efficiency and 
renewable energy projects as has been the case for the Renewable Energy and Energy Efficiency Fund 
(REEF) and the Solar Development Group (SDG). This risk is also mitigated by the pipeline of pre-
feasibility investment project proposals developed in an earlier phase of Energy Efficiency 21 and by the 
focus on economies in transition countries where the energy efficiency potential is huge.  
 
 2.  Technical  
 

The technology risks of energy efficiency and renewable energy investment projects are  very low. 
Indeed the related technologies are well known in both eastern and western countries.  The inappropriate 
choice of technology and its improper use upon installation are the only risks that could reduce projected 
energy savings and affect potential greenhouse gas emissions reductions.  But the careful specification of 
technology to particular applications and proper project oversight should eliminate risks related to technical 
choices.  Similarly, training and technical assistance on energy management and maintenance regimes should 
ensure that energy saving targets are met.  Indeed, the use of Energy Service Companies (ESCOs) to develop 
and implement investment projects would mitigate risks further since energy savings are guaranteed under 
performance-based energy service contracts. 
 
 3.  Political and Institutional  
 

While the economic, policy and legal framework in each beneficiary country from national 
ministries has to become more enabling, project implementation is aimed at the local level to help establish 
successful precedents for national policy and international treaty obligations. This should mitigate to some 
degree the effect of national political and economic instability. It should also reduce the risk of policy inertia 
and vested interests of utilities as obstacles to reforms. The multilateral character of the project with 
participating EECCA countries will also reduce risks. Should the investment climate for energy efficiency 

                                                 
1 Percentage changes in real GDP 2003-2004: Belarus 10.0, Bulgaria 5.5, Kazakhstan 9.3, Former Yugoslav Republic 
of Macedonia 2.5, Romania 7.5, Russian Federation 6.8, Serbia and Montenegro 7.0 and Ukraine 12.4. Source: UNECE 
and National Statistical Offices. 
2  See ‘Reforming Energy Pricing and Subsidies’, ECE Energy Series No. 21, UNECE, United Nations New York and 
Geneva 2003. 
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projects become too risky in a particular country, the project can focus more heavily on market formation 
activities such as capacity building and institution strengthening in that location while using its network of 
communications and contacts to disseminate progress from other locations. 
 
 4.  Social  
 

The social risks of the project are low because of strong stakeholder support. Indeed, the range of 
beneficiaries will widen as barriers to energy efficiency improvements are reduced and incentives are put in 
place. The social support for the success of the project is closely related to the self-interest of stakeholders 
and beneficiaries.  Bankable projects will be developed to address beneficiary community needs including, 
for example: 
• environment, climate change and sustainable energy issues will be addressed by projects which reduce 

air borne trans-boundary pollutants SOx, NOx, particulates and CO2 for local populations and in other 
countries;  

• child health will be advanced by improving the efficiency of hospitals and other child health care 
facilities to produce budget savings and additional purchasing power to expand facilities or provide 
enhanced health care products and services; 

• preventive health will be advanced by projects that use innovative approaches to improving energy 
efficiency involving public awareness campaigns, by reducing energy costs and improving the health 
conditions in public housing; 

• institutional strengthening of city administration and their energy management teams will be advanced 
by projects that help overcome the energy non-payment crisis, create jobs in retro-fitting energy-
wasteful buildings and industry or in new industries producing energy efficient products. 

 
Internet communications will improve the information flow between stakeholders, beneficiaries and local 
teams with international experts. These teams will assist municipalities and industries in developing energy 
efficiency projects, advise on related policy reforms needed to support them and seek finance for proposed 
investments from the Fund and co-financing sources.  
 
G. PRIOR OBLIGATIONS AND PREREQUISITES 

National governments and local authorities will have a prior obligation to implement policy reforms 
and provide investment guarantees to support energy efficiency investment projects developed in the 
framework of the project.  National counterpart ‘in kind’ contributions specified under Section B8 
Counterpart Support Capacity is the main operational prerequisite to implementing project activities in each 
participating country.  The project has two budgetary prerequisites to start up operational activities: (a) 
adequate pledges of co-financing to provide for the total four-year project budget; and (b) adequate deposits 
in the UN Foundation bank account to provide co-financing for the first year of project operations.  
 
H. PROJECT REVIEW, REPORTING AND EVALUATION 

The project will be subject to the standard reporting, monitoring and evaluation procedures of the 
UNEP, GEF and the UNECE requirements for regular budget and extra budgetary supported activities under 
the Programme Performance Review of the United Nations system.  UNEP and UNECE will be responsible 
for a mid-term and an end of project analysis and report.  While UNECE and the PMU will monitor closely 
the indicators for outcomes of the project, UNEP will have special responsibility for evaluating the CO2 
emissions reductions (see Section 3 below).  The progress of project operations will be reported and 
reviewed by the Project Steering Committee at its biannual sessions. The schedule for project reviews, 
reporting and evaluation are listed in Annex 3. The evaluation reports of project operations will be used as 
background documents for assessing the project and for incorporating relevant past experience in the 
evaluation findings.  In addition, the evaluation needs of each supporting institution will also be met through 
the participation of one or more Monitoring and Evaluation Advisers. A monitoring and evaluation plan will 
be included in the project work plan but the administrative technical and financial arrangements to enable a 
continued monitoring of the project progress and performance are outlined below. The project will be subject 
to an external mid-term evaluation and external final evaluation. 
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1.   United Nations Programme Performance Review 
 

The project is planned to be included in the programme performance review of the United Nations 
Biennium Programme Budget 2006-2007 and 2008-2009 in Section 19 Economic Development for Europe 
Sub-programme 5 Sustainable Energy. It is included in the results based budgeting process and is evaluated 
by indicators of achievement with respect to the expected accomplishment of progress towards the formation 
of an energy efficiency market in Eastern European economies in transition. 
 
2.   United Nations Foundation 
 

The project will be subject to reporting, monitoring and evaluation consistent with Article IX of the 
Memorandum of Understanding between the United Nations Fund for International Partnerships and the 
United Nations Economic Commission for Europe. The project will also have an external Monitoring and 
Evaluation Adviser to assist all parties in implementation of the project and report to UNF/UNFIP. This 
requires field review missions, verbal assessments and written annual reports to the Project Steering 
Committee. Mr. Glen Skovholt, a former Vice President of Honeywell Inc. has been nominated by the 
Energy Efficiency 21 Project Steering Committee to serve as the UNF/UNFIP Monitoring and Evaluation 
Adviser.  A budget of US$ 80,000 from resources approved to the project by the UNF/UNFIP are planned 
for monitoring and evaluation. There will also be a separate mid-term independent project review by an 
external consultant.   
 
3.   Global Environment Facility and UNEP 
 

External evaluators appointed by UNEP/DTIE will calculate the achievement of impact from data 
developed by the project. The data from the investment projects developed under the project provide 
benchmarks for CO2, NOx and SO2 emissions. The potential for reducing such emissions can be calculated 
for each investment project proposal developed within the framework of project operations. In addition to 
these project monitoring and evaluation activities, non-governmental organisations with a history of 
evaluating assistance programs in the energy efficiency field in Eastern Europe will be enlisted to monitor 
the project and provide feedback.  
 
4.   Fonds Français pour l’Environnement Mondial 
 

The monitoring and evaluation of this project on behalf of the FFEM will be carried out by an inter 
Ministerial committee with representatives of the Ministry of Economy, Ministry of Finance, Ministry of 
Industry, Ministry of Foreign Affairs and the French Agency for Environment and Energy Management 
(ADEME) which will review progress twice per year. In order to do this, the Ministry of Foreign Affairs and 
the secretariat of the FFEM will designate a monitoring and evaluation adviser to work with the PMU at the 
UNECE. The adviser will also verify that project operations are proceeding in accordance with the 
agreement between the FFEM and the UNECE. A budgetary allocation of US$ 250,000 from FFEM 
resources approved for the project has been accorded to monitoring and evaluation. 
 
I. LEGAL CONTEXT 

The project shall be implemented under the Agreement between the United Nations and the United 
Nations Foundation Inc. of 12 June 1998 and the Memorandum of Understanding between the United 
Nations Fund for International Partnerships and the United Nations Economic Commission for Europe of 8 
June 1999. The UN Economic Commission for Europe has been designated the Executing Agency for the 
Project. The execution of the project is under the purview of the Executive Secretary of the UN ECE. The 
Director of the Sustainable Energy Division will be responsible for the implementation of the project while 
daily operations are the responsibility of the Project Manager. The Project Secretariat within the Sustainable 
Energy Division of the ECE secretariat will implement the project. This Project Document shall be the 
instrument for the implementation of the project specified in Article II of the UNFIP/ UN ECE 
Memorandum of Understanding. This stipulates that the Project Document will include the essential 
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elements: (a) name of recipient, (b) project duration, (c) project justification, (d) project objectives, outputs 
and activities, (e) planned inputs, (f) project review schedule, (g) reporting schedules, (h) project evaluation 
procedures, and (i) project budget. The present Project Document is consistent with the terms and conditions 
of the project proposal package ‘Financing Energy Efficiency Investments for Climate Change Mitigation’ 
(ECE-INT-04-318) approved for funding by the United Nations Foundation and United Nations Fund for 
International Partnerships on 16 June 2004 in Geneva, Switzerland. It is also consistent with the ‘Capacity 
Building and Support for the Establishment of a Dedicated Fund for Energy Efficiency in Eastern Europe’ 
project supported by the government of France and the Global Environment Facility project 2619 ‘Financing 
Energy Efficiency and Renewable Energy Investments for Climate Change Mitigation’ both of which are 
described below.  All expenditures will respect the terms and conditions of General Assembly Resolutions 
1373 (2001) and 1526 (2004).  The engagement of personnel and procurement of supplies or equipment 
financed from extra budgetary funds are subject to the regulations, rules, policies and procedures of the 
United Nations. Disbursements from any contribution to the project from United States sources will adhere 
strictly to Executive Order 13224 of 25 September 2001. Co-financing contributions to UN Foundation are 
for an exclusively charitable project under the definition of “charitable” used in section 1.50(c) (3)-1(d)(2) of 
the United States Internal Revenue Service. 
 
J. BUDGETS 
 
1.   Co-financing Contributions 
 

The resources allocated to the project have a total value of US$ 10,950,000 over the four-year 
duration of planned operations. The project is supported with contributions from of seven partners: the 
UNF/UNFIP, co-financing partners, government parallel financing, government national counterpart ‘in 
kind’ contributions and the UNECE ‘in kind’ contribution. The nature and level of these financial and ‘in 
kind’ commitments is described below and in Annex 6.  Co-financing has been accepted from partners when 
project objectives, outputs and activities in participating countries coincide with or complement those of 
projects supported by a private sector company or donor institution and in which the participation of the 
UNECE is foreseen.   
 

The United Nations Foundation and United Nations Fund for International Partnerships approved 
up to US$ 2 million funding for ‘Financing Energy Efficiency Investments for Climate Change Mitigation’ 
(ECE-INT-04-318) on 16 June 2004 in Geneva, Switzerland. The UNF/UNFIP approved support for the 
project up to a maximum of US$ 2,000,000 core funds grant that is contingent on 1:2 third party funding of 
US$ 4,000,000 from the private sector and other donors. 
 

The US Environmental Protection Agency (EPA) approved US$ 205,000 for the ‘Development of 
Coal Mine Methane Projects in Central and Eastern Europe and the Commonwealth of Independent States’ 
project in July 2004 as parallel financing for investment project development activities. 
 

The Fonds Français pour l’Environnement Mondial (FFEM) French GEF, Agence Français de 
Développement (AFD) approved Euro € 2 million (US$ 2.5 million)3 for the French Ministry of Foreign 
Affairs (MAE) proposal ‘Capacity Building and Support for the Establishment of a Dedicated Fund for 
Energy Efficiency in Eastern Europe’ on 30 March 2005, co-financing to the present project contingent on 
co-financing of the Global Environment Facility (see below). 
 

The European Business Congress e.V. (EBC) approved funding of Euro € 200,000 (US$ 250,000) 
for ‘Reducing Greenhouse Gas Emissions through Inter-fuel Substitution in the Russian Federation’ in 
December 2005 as co-financing partner for the development of selected investments project proposals in the 
Russian Federation. 
 

The Global Environment Facility Council meeting of 8-10 November 2005 approved US$ 3 
million for UNEP/GEF proposal ‘Financing Energy Efficiency and Renewable Energy Investments for 
                                                 
3  The euro / US Dollar exchange rate used for the purposes of this project document is: 1 euro = US$ 1.25 
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Climate Change Mitigation’ (GEF 2619) completing the co-financing requirements of the UN Foundation 
and the FFEM/AFD for this project. 
 

The participating countries ‘in kind’ contributions will provide for project offices, training course 
classroom facilities, local interpretation for training and project advisers, office equipment, consumables, 
staff (both professional, including the full-time services on a National Co-ordinator and support personnel) 
and computer technology for Internet operations for the duration of the project. This will also include the 
salaries and local costs of experts taking part in project training courses for business planning and financial 
engineering to prepare investment project proposals.  The facilities and personnel services provided on an ‘in 
kind’ basis for project operations are estimated to be approximately US$ 25,000 for each country per year. 
National Participating Institutions and the UNECE secretariat will compile an annual estimate of their 
respective ‘in kind’ contributions to the project.  Taken together, the 12 participating countries would 
provide some US$ 1.2 million of ‘in kind’ contributions over the four-year duration of the project. 
 

The UNECE Secretariat will make an annual ‘in kind’ contribution of US$ 500,000 of personnel, 
offices, communications, conference services, interpretation, documents translation, reproduction and 
distribution.  At the level of activity foreseen for the duration of the project, the Project Secretariat will be 
staffed by one Senior ECE staff member (P.5) (half-time) on the UN regular budget; one Regional Adviser 
on Energy (L.6) (half-time) on the UN regular budget; one energy economist (L.5) responsible for 
investment project finance and policy reforms with extra budgetary support; one energy economist (P.4) 
(full-time) on the UN regular budget; one Junior Professional Officer (JPO) full-time supported directly by 
the French Ministry of Foreign Affairs (MAE); a full time administrative assistant (G-5) provided by extra-
budgetary support and one secretary (G.5) (half-time) on the UN regular budget. The regular staff energy 
economist (P-4) will provide expertise on energy conservation policy matters, energy efficiency norms and 
standards especially in relation to the UNECE Committee on Sustainable Energy and Committee on 
Environmental Policy.  The Project Secretariat will be subject to audit by the United Nations Board of 
External Auditors and the Internal Audit Division of the United Nations.  Engagement of personnel and 
procurement of supplies or equipment financed from extra budgetary funds are subject to the regulations, 
rules, policies and procedures of the Organisation. The UNECE ‘in kind’ contribution would amount to some 
US$ 2 million over the four-year course of project activities. 
 
Table 2   UNFIP/UNF Co-financing Partner Pledged Contributions  
 

Company or Institution Amount 
(US Dollars) 

1. United Nations Foundation / UN Fund for International Partnerships (UNF/UNFIP)  
2,000,000 4 

2. Fonds Français pour l’Environnement Mondiale / Agence Français de Développement 
(FFEM/AFD) Euro 2 million 5 

 
2,500,000 

3. European Business Congress e.V. (EBC) Euro 200,000  250,000 

4. United Nations Environment Programme / Global Environment Facility (UNEP/GEF) 3,000,000 

5. Participating countries (in kind) 1,200,000 

6. UNECE Secretariat (in kind) 2,000,000 

Total Project Budget 10,950,000 

 
 

                                                 
4  The UN Foundation and UN Fund for International Partnerships approved core funds up to US$ 2 million that is 
contingent on third party funding of US$ 4 million. 
5  The euro / US Dollar exchange rate used for the purposes of this project document is: 1 euro = US$ 1.25 



31 

 

2.   Pattern of Expenditures 
 

For planning purposes, the annual expenditures for the four-year project are given in Tables 3, 4 and 
5 for the sources of funding, project goal and activities, and expenditures. 
 
Table 3   Annual Expenditures (inclusive of Programme Support Costs) by Source of Funding 
 

Year of Project Operations 2006-2010  
Source of Funding 

Year 1 Year 2  

 

Year 3 Year 4 Total Project
 (US dollars) 

1. UNF/UNFIP  500,000 500,000 500,000 500,000 2,000,000 

2. FFEM/AFD 750,000 750,000 500,000 500,000 2,500,000 

3. UNEP/GEF 750,000 750,000 750,000 750,000 3,000,000 

4. EBC 125,000 125,000 - - - - 250,000 

5. Participating 
Countries  

 
300,000 

 
300,000 

 
300,000 

 
300,000 

 
1,200,000 

6. UNECE Secretariat 500,000 500,000 500,000 500,000 2,000,000 

Total Project Budget 2,925,000 2,925,000 2,550,000 2,550,000 10,950,000 

 

3.  Project Execution and Support Costs 
 

The project will be executed by the UN Economic Commission for Europe.  The Programme 
Support Cost (PSC) rate to be applied to direct expenditures would be 5% for those financed from funds 
provided via the UN Foundation co-financing mechanism.  For those direct expenditures financed from 
funds provided directly to UNECE, the PSC rate to be applied would normally be the actual PSC rate in 
effect for UN trust funds, currently 13%.  
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Table   4   Project Budget (inclusive of Programme Support Costs): Project Objectives, Activities and Source of Funding (US dollars) 

 Sources of Funding 

 
Project Goals and Activities UNF 

 (1) 
FFEM  

(2) 
UNEP/GEF

 (3) 
EBC 
(4) 

Countries
(5) 

UNECE 
(6) 

Total 
(7) 

Objective One: Identify and develop investment projects 930,000 634,000 945,000 95,000 500,000 750,000 3,854,000 

1.1  Network of energy efficiency managers in participating countries 204,000 203,000 243,000 - - 200,000 350,000 1,200,000 

1.2  Trained experts in project development, finance, business planning 522,000 266,000 243,000 - - 200,000 200,000 1,431,000 

1.3  Investment project pipeline 204,000 165,000 459,000 95,000 100,000 200,000 1,223,000 

Objective Two:  Strengthen energy efficiency / renewables policies 493,000 507,000 945,000 84,000 500,000 750,000 3,279,000 

2.1  Economic, Institutional and Regulatory Reforms 197,000 76,000 265,000 84,000 200,000 350,000 1,172,000 

2.2  Energy Efficiency Seminars 148,000 95,000 302,000 - - 200,000 200,000 945,000 

2.3  Policy Advisory Services 148,000 336,000 378,000 - - 100,000 200,000 1,162,000 

Objective Three: Promote opportunities for commercial investors 493,000 1,109,000 1,002,000 71,000 200,000 500,000 3,375,000 

3.1  Energy Efficiency Investment Funds 197,000 610,000 1,002,000 71,000 50,000 200,000 2,130,000 

3.2  Investment Project Development Standards 148,000 145,000 -- - - 50,000 200,000 543,000 

3.3  Investment Project Pipeline Inventory 148,000 354,000 -- - - 100,000 100,000 702,000 

Monitoring and Evaluation 84,000 250,000 108,000 - - - - - - 442,000 

Total  Project Budget 2,000,000 2,500,000 3,000,000 250,000 1,200,000 2,000,000 10,950,000 
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Table 5   Project Budget (inclusive of Programme Support Costs): Expenditures and Source of Funding (US Dollars) 
 

Source of Funding  

Description of Expenditures 
UNF 
(1) 

FFEM 
(2) 

UNEP/GEF 
(3) 

EBC 
(4) 

Countries 
(5) 

UNECE 
(6) 

Total 
(7) 

1. Personnel and travel 478,000 599,000 729,000 52,000 288,000 1,611,000 3,757,000 

2. Sub-contracts (training materials, financial services, 
investment project evaluation) 

472,000 1,048,000 1,264,000 158,000 504,000 200,000 3,646,000 

3. Group training (municipal energy managers, seminars, 
expert meetings) and grants 

892,000 753,000 896,000 40,000 360,000 150,000 3,091,000 

4. Equipment (electronic network communications) 105,000 63,000 65,000 - - 30,000 25,000 288,000 

5. Miscellaneous 53,000 37,000 46,000 - - 18,000 14,000 168,000 

Total Project Budget 2,000,000 2,500,000 3,000,000 250,000 1,200,000 2,000,000 10,950,000 
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ANNEX 1  WORKPLAN 

Table 6   Project Objectives, Activities and Schedule of Project Operations 
 

Schedule of Project Operations  
Project Objective, Outputs and Activities 

Year 1 Year 2 Year 3 Year 4 

 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 

Objective One: Identify and develop investment projects                 

1.1  Network of energy efficiency managers in participating countries                 
1.1.1 Develop & approve terms of reference for National Coordinators                 
1.1.2 Develop & approve terms of reference for National Participating Institutions                 
1.1.3  Establish local project expert teams in each country                 
1.1.4 Establish dedicated project website & on-line project development software                 
1.1.5 Develop on-line training for local teams communications and software use                 
1.2  Trained experts in project development, finance, business planning                 
1.2.1 Select trainers for investment project development, financial engineering                 
1.2.2 Prepare a project development curriculum, training manuals, software                 
1.2.3 Select training course nominees and initial project proposals                 
1.2.4 Select training course participants, initial project screening                 
1.2.5 Train participants: 6 training courses including internet sessions                 
1.2.6 Assist training course participants remotely via internet, e-mail                 
1.2.7 Link training course materials, filmed instruction to Internet dissemination                 
1.3  Investment project pipeline                 
1.3.1 Establish investment project development expert teams                  
1.3.2 Prepare project selection criteria with fund manager & fund management teams                 
1.3.3 Prepare investment project proposals to meet agreed criteria                 
1.3.4 Assess economic, technical and financial viability of projects                  
1.3.5 Prepare written evaluation of project for clearance, reformulation or rejection                 
1.3.6 Revise, reformulate projects with sponsors, advise supporting policy reforms                  
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Table 6 Project Objectives, Activities and Schedule of Project Operations (continued) 
 

Schedule of Project Operations  
Project Objectives and Activities 

Year 1 Year 2 Year 3 Year 4 

 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 

Objective Two:  Strengthen energy efficiency policies                 

2.1  Economic, Institutional and Regulatory Reforms                 
2.1.1 Analyse key energy sector developments of economic transition                 
2.1.2 Review progress of reforms to introduce market based energy systems                 
2.1.3 Prepare Regional Analysis of Policy Reforms for Energy Efficiency                 
2.1.4 Identify specific policy ‘bottlenecks’ to energy efficiency, renewables projects                  
2.1.5 Conduct 3 workshops of international and local experts                 
2.1.6 Prepare 10 case studies of individual projects                 
2.2  Energy Efficiency Seminars                 
2.2.1 Analyse implementation of energy conservation laws, regulations                 
2.2.2 Select key policy makers from countries of case studies                 
2.2.3 Prepare presentations of reforms linked to case study policy bottlenecks                 
2.2.4 Conduct 3 seminars publishing proceedings and reform proposals                 
2.2.5 Disseminate policy reform recommendations (also with 2.1.6)                 
2.3  Policy Advisory Services                 
2.3.1 Review key administrative, institutional & policy barriers to energy efficiency                 
2.3.2 Assess reforms required for financing with Fund Manager                 
2.3.3 Conduct 15 advisory missions to participating countries                 
2.3.4 Convene consultative meetings policy makers, Fund Manager, local teams                 
2.3.5 Prepare analysis economic impact policy reforms                 
2.3.6 Analyse environmental impact, GHG emissions reductions of policy reforms                 
2.3.7 Document and disseminate measures/reforms                 
2.3.8 Evaluate national experiences adoption of recommended policy reforms                 
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Table 6 Project Objectives, Activities and Schedule of Project Operations (continued) 

Schedule of Project Operations  
Project Objectives and Activities 

Year 1 Year 2 Year 3 Year 4 

 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 

Objective Three: Promote opportunities for commercial sector investors                 

3.1  Energy Efficiency Investment Funds                 
3.1.1 Structure and prepare the investment fund                 
3.1.2 Analyse the financial, legal and fiscal issues                 
3.1.3 Solicit public and private sector participation in the investment fund                 
3.1.4 Select experienced fund manager                 
3.1.5 Present bankable projects to financial institutions, investment funds                 
3.2  Investment Project Development Standards                 
3.2.1 Review and assess energy efficiency investment project selection criteria                  
3.2.2 Convene small working group to review existing standards                 
3.2.3 Develop draft investment project standard terms, units, definitions, templates                 
3.2.4 Prepare software and Internet prototype applications of standard templates                 
3.2.5 Seek adoption of standards through UNECE and if appropriate ECOSOC                 
3.3  Investment Project Pipeline                 
3.3.1 Assess database software packages for listing investment projects                 
3.3.2 Adapt software package bundling small energy efficiency projects                 
3.3.3 Review & assess bundling package with local teams & fund managers                 
3.3.4 Develop internet based access to project pipeline using bundling software                  
3.3.5 Provide and service access of fund managers to project pipeline                 
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ANNEX 2  LOCAL PROJECT COUNTERPARTS AND PARTICIPANTS 
 
 

Government Counterparts 
 
Mr. Enver Reci 
General Secretary 
Ministry of Industry and Energy 
Blvd Deshmoret e Kombit 
Tirana 
Albania 
Tel:  00355 4 223 119 
Fax:  00355 4 223 455 
Email:  enverreci@yahoo.it 
 
Mr. Leonid Shenets  
First Deputy Chairman  
State Committee on Energy Efficiency 
17 Svabody Square  
220030 Minsk 
Republic of Belarus 
Tel.: 00375 12 227 45 48; 227 65 66  
Fax: 00375 227 19 57  
E-mail: energoeffect@bc.by 
 
Ms.  Mubera Bicakcic 
Head for Energy Department 
Ministry of Foreign Trade and Economic 
Relations 
Bosnia and Herzegovina 
BA-71000 Sarajevo, Musala 9 
Tel: 00387 33 552-820 
Fax: 00387 33 206 141 
E-mail:  mubera.b@mvteo.gov.ba 
 
Mr. Rumen Ovcharov 
Minister 
Ministry of Economy and Energy 
8 Slavianska Street 
Sofia 1052 
Bulgaria 
Tel. 00359 2 94071 
Fax: 00359 2 987 21 90 
 
Mr. Goran Bosanac   
Senior Counsellor 
Ministry of Economy, Labour and 
Enterpreneuship 
Ulica grada Vukovara 78 
10 000 Zagreb – Croatia 
Tel: 00385 1 610 94 66 
Fax: 00385 1 610 91 13 
E-mail: goran.bosanac@mingorp.hr 
 
 

Mr. Vladimir Shkolnik   
Minister of Energy and Mineral Resources 
22 Kabanbay Batyra 
010000 Astana 
Kazakhstan 
Tel: 007 3172 78 68 01  
Fax: 007 3172 24 27 40 
 
Mr. Victor Cemortan  
Head of Energy Department 
Ministry of Economy and Trade 
1, Piata Marii Adunari Nationale 
2033 Chisinau  
Republic of Moldova 
Tel: 00373 2 23 40 36  
Fax:  00373 2 23 40 64 
E-mail: cemortan@moldova.md 
 
Mr. Corneliu Rotaru   
Director  
Romanian Agency for Energy Conservation 
Ministry of Economy and Trade 
Blvd. Nicolae Balcescu 16 
Sector 1 BUCHAREST - Romania 
Tel:  0040 21 313 60 02, 
0040 21 314 59 29 
Fax: 0040 21 312 31 97 
E-mail:   rotaru@arceonline.ro  
 
Mr. Dmitriy Sukhoparov 
Director 
International Cooperation Department  
Ministry of Industry and Energy; 
7 Kitaygorodsky Proezd 
109074 Moscow 
Russian Federation,  
Tel.: 007 495 710 48 88 
Fax: 007 495 710 51 50 
E-mail: karablina@mte.gov.ru 
 
Mr. Radomir M. Naumov  
Head  
Energy Department 
Minister of Energy and Mining 
Kralja Milana 36 
11000 Belgrade 
Republic of Serbia 
Tel:  00381 11 33 46 755 
 Fax: 00381 11 36 16 603   
E-mail:  r.m.naumov@mem.sr.gov.yu 
 

mailto:enverreci@yahoo.it
mailto:r.m.naumov@mem.sr.gov.yu
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Mrs. Violeta Keckarovska 
Head of Department 
Department of Energy & Mineral Resources 
Ministry of Economy 
Jurij Gagarin 15 
1000 Skopje 
FYR of Macedonia 
Tel: (389) 2 393 531 
Fax: (389) 2 384 902 
E-mail: violeta.keckarovska@economy.gov.mk 
 
Mr. Heorhiy Veremiychyk  
Chief Specialist 
Kyoto Protocol Supervision Division 
Ministry of Environmental Protection of Ukraine 
35 Urytsky Street 
03035 Kyiv, Ukraine 
Tel. 00380 44 206 3308 
Fax.00380 44 206 3107 
E-mail: veremiychyk@menr.gov.ua 
 
UNDP/UN Resident Representatives 
 
Ms. Anna Stjarnerklint 
Resident Representative, Res Coordinator 
UNDP 
Villa 35, Shkurti Street   
Tirana - Albania 
Tel:  00355 4 - 233122  Sat: 00871 - 7619 05365 
Fax: 00355 4 - 232075 
E-mail:   registry.al@undp.org 
Website:  www.undp.org.al 
 
Ms. Cihan Sultanoglu 
Resident Representative, Res Coordinator 
UNDP 
17 Kirov Street, 6th floor, P.O. Box 103 
Minsk - Belarus 
Tel:   00375 17 - 227 4876 / 8149 
Fax:  00375 17 - 226 0340 
Internet: registry.by@undp.org 
Website: www.un.minsk.by/undp1 
 
Mr. Jens Toyberg-Frandzen 
Resident Representative, Res Coordinator 
UNDP 
48 Marsala Tita Street 
71000 Sarajevo - Bosnia and Herzegovina 
Tel:   00387 33 - 276 840 
Fax:  00387 33 - 665 681 
E-mail: registry@undp.ba 
Website: www.undp.ba 
 
 
 

Mr. Neil Hans Buhne 
Resident Representative, Res Coordinator 
UNDP 
Bld Tsarigradsko Chaussée, 7th Km, P.O. Box 
160 
1784 Sofia - Bulgaria 
Tel:   00359 2 - 969 61 00 
Fax:  00359 2 - 974 3089 / 765 024 
E-mail: registry.bg@undp.org 
Website: www.undp.bg 
 
Mr. Cornelis Klein 
Resident Representative 
UNDP Liaison Office 
Kestercanekova 1  
10 000 Zagreb - Croatia 
Tel:  00385 1 - 236 16 66 
Fax: 00385 1 - 236 16 20 
E-mail: registry.hr@undp.org 
 
Mr. Yuriko Shoji 
Resident Representative, Res Coordinator 
UNDP 
67, Tole Bi Street 
480091 Almaty - Kazakhstan 
Tel:   0073272 - 695 329 / 582 643 
Fax:  0073272 - 582 645 / 505 907 
E-mail: registry.kz@undp.org 
Website: www.undp.kz 
 
Mr. Frode Mauring 
Resident Representative, Res Coordinator 
UNDP 
Dimitrie Cupovski No. 8 
P.O. Box 305 
1000 Skopje - Macedonia 
Tel:   00389 2 - 311 6335  Sat: 761 688 885 / 890 
Fax:  00389 2 - 311 8261  Sat: 761 688 886 / 891 
E-mail:  registry.mk@undp.org 
Website:  www.undp.org.mk 
 
Mr. Bruno Pouezat 
Resident Representative, Res Coordinator 
UNDP 
31 August Street, No.131 
Chisinau MD2012 - Moldova, Republic of 
Tel:   00373 22 - 220 043 Sat: 7 621 45 230 / 233 
Fax:  00373 22 - 220 041 Sat: 7 621 45 231 
E-mail: registry.md@undp.org 
Website: www.undp.md 
 
 
 
 
 

mailto:violeta.keckarovska@economy.gov.mk
mailto:veremiychyk@menr.gov.ua
mailto:registry.al@undp.org
http://www.undp.org.al/
mailto:registry.by@undp.org
mailto:registry@undp.ba
http://www.undp.ba/
mailto:registry.bg@undp.org
http://www.undp.bg/
mailto:registry.hr@undp.org
mailto:registry.kz@undp.org
http://www.undp.kz/
mailto:registry.mk@undp.org
http://www.undp.org.mk/
mailto:registry.md@undp.org
http://www.undp.md/
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Ms. Soknan Han Jung 
Resident Representative, Res Coordinator 
UNDP 
48 Primaverii Blvd 
011975 Bucharest - Romania 
Tel:   004021 - 211 8473  Sat: 762 399-115 / 118 
Fax:  004021 - 211 3494  Sat: 762 399-116 / 251 
E-mail: registry.ro@undp.org  
Website: www.undp.ro 
 
Mr. Stefan Vassilev 
Resident Representative, Res Coordinator 
UNDP 
28, Ostozhenka St. 
Moscow 119034 - Russian Federation 
Tel:   007095 - 787 2107  Sat:  
Fax:  007095 - 787 2101  Sat:  
E-mail: registry.ru@undp.org 
Website: www.undp.ru 
 
Ms. Nicola Harrington 
Resident Representative, Res Coordinator 
UNDP 
Internacionalnih brigada 69 
P.O. Box 644 
11000 Belgrade - Serbia & Montenegro 
Tel:   00381 11 - 344 4400 / 4041 Sat:  
Fax:  00381 11 - 344 4300            Sat:  
E-mail: : registry.yu@undp.org 
Website: www.undp.org.yu 
 

Mr. Ben Slay 
Director 
UNDP  
Grosslingova 35, 2nd and 4th Floor 
811 09 Bratislava - Slovak Republic 
Tel:   00421 2 - 5933 7111  Sat:  
Fax:  00421 2 - 5933 7450  Sat:  
E-mail: registry.sk@undp.org 
Website: www.undp.sk 
 
Mr. Francis M. O’Donnell 
Resident Representative, Res Coordinator 
UNDP 
1, Klovskiy Uzviz 
01021 Kiev - Ukraine                      (PNY) 
Tel:   00380 44 - 253 5559 Sat:  
Fax:  00380 44 - 253 2607 Sat:  
E-mail: registry.ua@undp.org 
Website: www.un.kiev.ua/en/undp 
 

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 

mailto:registry.ro@undp.org
http://www.undp.ro/
mailto:registry.ru@undp.org
http://www.undp.ru/
mailto:registry.yu@undp.org
http://www.undp.org.yu/
mailto:registry.sk@undp.org
http://www.undp.sk/
mailto:registry@un.kiev.ua
http://www.un.kiev.ua/en/undp
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ANNEX 3   SCHEDULE OF PROJECT REVIEWS, REPORTING AND EVALUATION 

 

 The project will be subject to reporting, monitoring and evaluation consistent with Article IX of the 
Memorandum of Understanding between the United Nations Fund for International Partnerships and the 
United Nations Economic Commission for Europe. In addition, review meetings will be held at the 
conclusion of the preparatory assistance phase. The progress of project operations will be reported and 
reviewed by the Steering Committee of the Energy Efficiency 21 Project at its annual sessions. 
 
January 2006:  Preparatory assistance phase, project implementation arrangements and sub-

contracting partners 
 
May 2006: Steering Committee of the Energy Efficiency 21 Project; review of project activities; 

information dissemination to participating institutions; reporting to UNF/UNFIP and 
co-financing partners 

 
September 2007: Review of Objective One: Identify and Develop Investment Projects 
 
 
May 2008: Steering Committee of the Energy Efficiency 21 Project; review of project activities; 

information dissemination to participation institutions; reporting to UNF/UNFIP and 
co-financing partners 

 
September 2009: Review of Objective Two: Strengthen Energy Efficiency Policies 
   Mid-Term External Evaluation Report 

 

May 2010: Steering Committee of the Energy Efficiency 21 Project; review of project activities; 
information dissemination to participation institutions; reporting to UNF/UNFIP and 
co-financing partners 

 

September 2010: Review of Objective Three: Promote Opportunities for Commercial Sector 
Investors: end of project review 
 

September 2011: End of project Final External Monitoring and Evaluation Report 
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ANNEX 4 DRAFT TERMS OF REFERENCE OF NATIONAL COORDINATORS 

 

Under the guidance and in co-operation with the UN ECE Project Manager, the National Co-ordinator will: 

1. Lead and co-ordinate the day-to-day management of the Project Management Units located in national 
capitals and/or in each demonstration zone, including administration, accounting, technical expertise and 
actual project implementation. 

2. Co-ordinate activities of consultants/experts including contract management, direction and supervision 
of field operations, logistics, review of technical reports, measurement of project achievements and cost 
control. 

3. Identify and select project staff for local and/or international training. 

4. Organise training workshops/seminars in the national capital or demonstration zone. 

5. Liaise with the national, regional and city authorities on policy, co-ordination and dissemination in the 
implementation of the project activities. 

6. Coordinate the project’s local activities with those being implemented under those of other national and 
international programmes. 

7. Manage UN ECE and/or sub-contractor contacts for selected project activities: training courses, data 
collection and preparation of reports as required. 

 

Qualifications and Experience: 

 The National Co-ordinator should possess at least a Bachelors degree in engineering with a 
minimum of 10 years of experience and some knowledge of energy efficiency systems. He/she should also 
possess a strong background in economics, investment project development and project management. 

Duration: 

 The initial appointment of one year with possibility of extension. 

 
 
 
 
 



42 

 

ANNEX 5. DRAFT TERMS OF REFERENCE FOR NATIONAL  
PARTICIPATING INSTITUTIONS 

 
The project management structure and coordination effort of each country will be established by the 

national government ministry or agency responsible for implementing sustainable energy policies.  In 
consultation with the relevant GEF Focal Point, government of each participating country will appoint a 
National Coordinator (NC), normally a senior representative of the country’s National Participating 
Institution (NPI). The NPI is a government Ministry, agency or professional non-governmental organisation 
assigned the responsibility for international sustainable energy and climate change mitigation projects.  
 
National Participating Institutions:  
• serve as the host institution for a National Coordination Unit (NCU) which provides the national 

coordination of project operations; 
• maintain international co-ordination with the Project Management Unit PMU located within the UNECE 

secretariat in Geneva and with the NCUs in other participating countries; 
• provide national level coordination with local offices of UNDP and/or UNOPS; 
• maintain local coordination with the managers of relevant international projects and financing 

mechanisms including projects supported by the GEF, EBRD, World Bank, IFC, European Commission, 
USAID, USEPA and bilateral programmes. 

• identify municipalities and industrial plants to participate in investment project development activities; 
• serves as the webmaster, either directly or through sub-contract, for the project network of national and 

international counterparts; 
• work with the PMU and international counterparts to organise project training courses, workshops, and 

seminars; 
• provide information, data and assistance for the preparation of the regional energy efficiency policy 

review, project case studies and the identification of barriers to the implementation of investment 
projects; 

• disseminate the results of project activities through local language publications, Internet positing of 
relevant project materials, radio and television broadcasts; 

• contribute ‘in-kind’ resources to support project activities (see Section J Budgets 1. Co-financing 
Contributions above).  

 
The NPI will ensure close coordination and follow-up on policy analyses by providing the information or 
documentation needed to implement local policy, administrative, regulatory or institutional reforms that 
support energy efficiency investment projects. This will include assistance in the preparation of international 
seminars for senior decision makers and/or parliamentarians in the framework of the project. 
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ANNEX 6.  PARTICIPATION OF THE EUROPEAN BUSINESS CONGRESS e.V. 

 

Reducing Greenhouse Gas Emissions through Inter-fuel Substitution in the Russian Federation 

The cooperation proposed between the European Business Congress and the UNECE EE21 Project 
will be focussed on the Russian Federation under all three EE21 Project objectives but initially related to 
Objective Two on strengthening energy efficiency policies and institutional development.  This is designed 
to address the legal, regulatory, administrative and institutional barriers to inter-fuel substitution at the local 
level in the Russian Federation.  The activity would examine how natural gas for combined heat and power 
generation could displace the use of heavy oil in district heating schemes in municipalities that also need to 
purchase electricity for the national electric power grid.   
 
 Most small to medium sized cities in the Russian Federation are not yet connected to natural gas 
supply networks.  Industries in these cities have are at a disadvantage compared to their competitors in cities 
or regions that are connected to the national gas grid.  As a result, many such municipalities have central 
district heating systems that burn heavy oil, lignite or brown coal and also purchase electricity.  This is 
inconvenient to end users due to the interruption of warm water in the system during the summer months, 
inefficient and polluting.  Switching fuels to natural gas to generate heat and electric power would be cost 
effective way to reduce energy efficiency and reduced GHG emissions. But most local authorities are 
confronted with a range of barriers to making such changes including institutional inertia, vested commercial 
interests and the tendency to maintain current common practice.  A demonstration of how such an 
improvement to local energy using infrastructure could be successfully developed and financed would have a 
large multiplier effect since it would apply to many such communities in the Russian Federation. 
 
 Preliminary studies for this cooperative activity have shown that small to medium sized in 25 of the 
89 regions in the Russian Federation are not connected to the national natural gas grid.  They show that some 
32,000 million m3 of natural gas or 26 per cent of total gas savings in the country could be achieved through 
energy efficiency measures in the housing sector.  The study reveals that this could be accomplished by 
inter-fuel substitution to natural gas, upgrading energy supply systems, improving end-use energy efficiency 
and as a result reducing local environmental pollution. 

EBC – UNECE Cooperative Project 
 
 The EBC – UNECE EE21 project will identify a typical district heating station that can be converted 
to use natural gas, upgrade local distributed heat networks, provide hot water all year through the 
construction and operation of a natural gas-driven plant to produce heat and electricity.  But this will require 
the restructuring of how energy services are provided by energy national or regional energy utilities and 
municipal authorities.  Therefore, the following activities are foreseen: 
 
1. Business Plan Development for an investment project to convert a small to medium sized city of 
approximately 20,000 inhabitants from using heavy oil in a municipal district-heating scheme to the use of 
natural gas for a combined heat and power station.  The financial engineering for the business plan will 
follow the structure outline in the UNECE Manual on Business Planning (ENERGY/WP.4/R.2) and include 
calculations of the reduction of carbon emissions as a result of the fuel switching and energy efficiency 
improvements.  Then a separate analysis will be prepared on  the national impact of applying the case study 
project developed in activity one above to the Russian Federation. This will be carried out under Objective 1 
of the UNECE EE21 Project. 
 
2. Decision Maker Seminars, workshops and consultations with for local authorities, regional policy 
makers and/or energy utility managers at different levels will be held to show what direct social, 
environmental and financial benefits will be forthcoming from the specific project and as a result of one 
example to show the results of a series of projects given that particular policy reforms are made. The policy 
maker seminars will be implemented largely under Objective 2 of the EE21 Project. 
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3. Investment Project Finance for the investment project identified, selected and developed under 
activities 1 and 2 above will include financial engineering and business planning in relation to the project 
selection criteria of the EE21 Project investment Fund, submission to the Fund Manager and other sources of 
finance.  This activity will be undertaken in relations to Objective 3 of the EE21 Project. 

Budget and Funding Arrangement 
 
The budgetary resources required to implement the three activities described above are given in the budget 
table below: 

 
Table 7. European Business Congress Co-financed Project Activities  

 

Expenditure by Project Activity Expenditure  
(US Dollars) 

1.  Business Plan Development 
• Analysis of energy market region of the ‘case study’ municipality 
• Model natural gas supply to municipality 
• Assessment of legal, regulatory, institutional framework 
• Preparation of pre-feasibility investment project business plan including detailed cost 

estimates for engineering works required 
• Analyse the regional/national impact of ‘case study’ municipality for Russian Federation 

250,000 

2.  Decision Maker Seminars 
• Convene policy maker briefing, consultation to investigate project 
• Preparatory meeting to develop seminar programme 
• Convene seminar of senior decision makers to present energy market analysis, business 

plan, and regional/national impact analysis 

68,750 

3.  Investment Project Finance 
• Prepare submission of pre-feasibility investment project business plan to the EE21 

investment Fund  
• Submit the investment project business plan to other sources of project finance as required 

 

37,500 

4.  Support Costs (5 per cent) 18,750 

Total 375,000 

 
 The project activities cited above will be funded to the level of Euro € 300,000 under a co-financing 
arrangement between the EBC and the United Nations Foundation (UNF) project ‘Financing Energy 
Efficiency Investments for Climate Change Mitigation’ (ECE-INT-04-318) approved for US$ 2 million 
funding by the United Nations Foundation and United Nations Fund for International Partnerships on 16 
June 2004 in Geneva (Switzerland). The UNF funding provides for a 1:2 matching grant.  The proposed 
budget for the EBC cooperative activities at US$ 375,000 (Euro € 300,0006) comprises a grant from the EBC 
of Euro € 200,000 with fund matching from the UNF of Euro € 100,000.   
 
 Under this co-financing arrangement, the EBC grant payment will be deposited into the bank account 
of the UNF for this project.  UNF co-financing will be added to the EBC grant, and the combined grant will 
be transferred to UNFIP and then allotted for use by UNECE.  Project activities supported by this co-
financing will be carried out by research institutes or other partners identified by EBC under one or more 
grants established by a Memorandum of Understanding between UNECE and the grant recipients.  More 

                                                 
6   The euro / US Dollar exchange rate used for the purposes of this project document is: 1 euro = US$ 1.25 
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specifically, research activities related to the reduction of GHG emissions and the use of joint 
implementation instrument of the Kyoto Protocol may be undertaken by the Wuppertal Institut für Klima, 
Umwelt, Emergie based in Wuppertal, Germany.  The activities listed under Item 1 of the above table may 
be carried out by OAO Promgaz, Moscow, Russian Federation.   The project funds are subject to audit by the 
United Nations Board of External Auditors and the Internal Audit Division of the United Nations.  
Additional or special audit arrangements cannot be made.  Engagement of personnel and procurement of 
supplies or equipment financed from trust funds are subject to the regulations, rules, policies and procedures 
of the Organisation 
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ANNEX 7  PARTICIPATION OF THE EUROPEAN BANK FOR RECONSTRUCTION  

AND DEVELOPMENT 
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