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Scaling Up EE Needs an Integrated Enabling 

Environment:  finance is one part of the puzzle 

Source: World Bank (2015) 2 



SE4ALL 2030 Targets and Financing Gaps 

Source: SE4ALL- GTF (2015) 
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Where are Future Energy Efficiency 

Investments Required? 

Source: SE4ALL- GTF (2015) 4 

EE Investments need to increase by 4.3x of current levels 

Most action will be in Europe, Developing Asia and North America 
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How World Bank Supports EE Programs 

(Financing Sources & Technical Assistance) 

 

Carbon Market/  
CDM 

Domestic Finance 

Development 
Assistance (IDA or 
IBRD) 

Leveraging  

Private Sector 
Capital 

 

•Utility Load Research 
•Program Design and 
Implementation 
•Consumer Surveys 
•Technical Specifications 
•Procurement  
•Testing and Quality 
Issues 
•M&V and Impact 
Evaluation 
•Tariffs or Financial 
Policy Incentives (Taxes) 
•Inefficient EE Lighting 
(IL) Phase Out Policies 
 

 

Technical Assistance 
& Capacity Building/ 

Training 
Global  

Environment 
Facility  

Climate  
Finance 

(CTF, etc.) 

Institutions:  Electric Supply/Distribution Utilities; Municipalities, etc 



Public Investments (by Government and electric utilities) 

Support from Development Finance Institutions such as the World Bank 

through following instruments: 

- Soft/low interest investment lending,  

- Grant finance, mostly for technical assistance, 

- Lending through utilities or financial intermediaries (incl. private capital 

leverage)  

- Development Policy Credit 

Support from Global Climate Finance Mechanisms 

- Carbon Finance – Clean Development Mechanism 

- NAMAs,  NDCs, etc 

- Clean Technology Fund (CTF)…..also GCF 

- Global Environment Facility (GEF) 

Modality of Finance 

- Stand –alone 

- Blended 

- PPPs 

Financing Sources and Instruments for  

Large Scale EE Investment Programs 



Energy Efficiency Financing and Leverage 



Sustainable EE Financing Mechanisms: 

Utilizing Public Finance to Mobilize Private Capital 
Market  

Maturity 

Commercial 

Financing 

Public 

Financing 

Advanced commercial or project financing (ESCOs) 

Grants/ Subsidies 

EE Funds (Revolving, Special, Mezzanine) 

Utility “on-bill” financing (DSM) 

MOF financing w/ budget capture 

ESCOs (Super ESCOs) 

Credit line with municipal (development) bank 

Credit line with commercial bank(s) 

Partial risk (first loss) guarantees 

Commercial financing, bonds 

Vendor credit, leasing 

Budget financing, grants w/ co-financing E
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Source: World Bank (2015) 



Global ESCO Development Results have been Mixed 

• Some countries, such as USA, Canada, Germany, Australia, France, 

China, Japan, Korea, Armenia etc. have seen good growth of the ESCO 

industry. 

• Others, such as India, Turkey and Thailand, etc. have seen limited ESCO 

growth and development. 

• Many barriers to ESCOs particularly in the public sector 

 
Barriers to  

ESCOs 

Policy/ 
Regulatory 

End-user 
Related 

Project Dev &   
Trans. Costs 

Financing  

9 Source: World Bank (2013) 



ESCO Global Experiences & Results:  

Examples of Success 

Source:  Jas Singh Presentation (2010) 10 

CHINA: In 1997, only 3 ESCOs.  In 2015, 5,000 ESCOs with $10 billion business 
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Source: World Bank (2015) 



Financing  

Mechanisms 

Maturity of 

Financial  

Markets 

 
Legislative/ 

Regulatory 

Framework 

 

End-use 

Sector 

Country 

Context 

Factors Determining Choice of EE Financing Mechanism 

 Selection of mechanisms 

depends on local conditions 

 Different mechanisms may 

be needed for different 

sectors 

 Combinations of 

mechanisms may be more 

effective 

 International experience 

provides useful information, 

but must be adapted to 

local conditions 
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India – Energy Efficiency Potential 

Source: SIDBI - 2016 



India’s Global Commitments- Climate Change  



Partial Credit Guarantees (Risk Sharing) for 

Catalyzing EE Investments 
• Designed to address the problem of access to finance 

• Risk perception of banks and financial institutions 

• Government or donor agency provides a partial 

guarantee covering loan loss from default 

• Participating banks sign agreements specifying loan 

targets and conditions  

• Banks conduct due diligence and process loans 

• In case of loan default the guarantee covers a portion 

of the loss – the program may also include a “first loss 

reserve” 

• Substantial technical assistance also provided to 

banks, project hosts and project developers (ESCOs) 
15 



Components 

India: Partial Risk Sharing Facility (PRSF) for Energy 

Efficiency Project - DESIGN 

Project duration: 15 years (initial period of 10 years and a follow-on period of 5 years) 

Risk 

Sharing 

Facility 

(Fund)  

Execution 

 SIDBI 

(SIDBI 

Window-

US$6 m & 

PFI Window- 

US$31 m) 

Technical 

Assistance 

(TA) Grant 

 SIDBI 

(US$4 m) 

 Energy 

Efficiency 

Services 

Limited 

(US$2 m) 

 

Financing 

 GEF grant: 

US$12 m (first 

loss) 

 CTF guarantee: 

US$25 m 

 

 GEF grant: 

US$6 m 

Objective 

 Provide partial credit guarantees to 

participating Financial Institutions (PFIs) 

including banks and Non Banking Financial 

Companies (NBFCs) and the Small Industries 

Development Bank of India (SIDBI) for loans 

extended to energy saving projects being 

implemented by ESCOs 

 Provide TA and capacity building for 

participating financial institutions, 

ESCOs, and beneficiaries 

 Carry out market development, project 

management, awareness building and 

outreach to beneficiaries and 

stakeholders 

 Develop standard appraisal and 

transaction documents, reporting 

templates, energy efficient guidelines, 

capacity building and training, and 

online support, etc. 

PDO: Transform the energy efficiency (EE) market by promoting increased level of EE investments through Energy 

Service Performance Contracting (ESPC) delivered by Energy Service Companies (ESCOs) 

Mobilize private 

financing: 

US$37 m of GEF 

and CTF resources 

are expected to 

mobilize over 

US$100 m of 

commercial 

financing for energy 

efficiency 

investments 

Impact 
1 

2 



India Partial Risk Sharing Facility for 

Supporting EE Investments through ESCOs 
 

Small Industries Development Bank 

Lenders - Participating Financial 
Institutions (PFIs) 

Energy Service  Companies (ESCOs) 
Host Entity (Municipalities, Large 

Industries, MSMEs, and Commercial 
Buildings) 

Independent M&V Agency 

Participants in Energy 
Efficiency  Lending under 

PRSF 

Access to Risk 
Sharing  

Monitoring & 
Verification  

Partial Risk Sharing Facility 
GEF $12 M + CTF $25 M 

Technical Assistance 
(GEF $6 M) 

Risk Sharing Facility 

Energy Efficiency Services Limited 

(Super ESCO) 
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India Partial Risk Sharing Facility (PRSF) 

for Energy Efficiency 
 



Thank You 
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For questions, please contact: 

 

Ashok Sarkar, Ph.D. 

Senior Energy Specialist & Task Team Leader for Energy Efficiency Projects,  

Energy & Extractives Global Practice 

World Bank Group, Washington DC 

asarkar@worldbank.org 
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