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EXECUTIVE SUMMARY

The Increased Use of Renewable Energy Resources Program for Central America is
being implemented by E+Co, in close partnership with BUN-CA (Biomass Users
Network-Central America). The program aims to assist five countries in the region
{(Guatemala, El Salvador, Honduras, Nicaragua and Panama) set a course that
integrates environmental and economic sustainability into their energy development
agenda. In accordance with cultural and language characteristics of the region the
program has been fitled FENERCA (Financiamiento de Empresas Energéeticas en
Centroamérica).

Over the first three months of the second implementation phase of the FENERCA
program (October 18, 2001 ~ January 18, 2002) E+Co, in partnership with BUN-CA, has
achieved significant results. The following section summarizes these results.

Highlights
- 45 projects at different stages of development selected
- 9 projects supported with Enterprise Development Serv;ces and Busmess Plan
Structuring Services
- 4 transactions presented to Financial Institutions for ﬂnancmg
- $ 250,000 approved by E+Co to be invested in a Hydro project in Honduras

Task CA 3: Enterprise Development Services and Completion of Business Plans
- Atotal of 45 projects at different stages of development selected under
' FENERCA 2, including 17 ongoing projects from FENERCA's first

implementation phase and 28 new business opportunities

- 9 projects supported with Enterprise Development Services and Business Plan
Structuring Services. The target is fo have a total of 13-15 business plans
developed and at least 20 projects supported with enterprise development
services by April 2003

- FENERCA'’s current pipeline includes projects form various renewable energy
technologies (wind, hydro, PV, geothermal and biomass) _

Task CA4: Strengthening of Financial Institution Capacity
- . In-country missions conducted in Honduras, El Salvador and Panama to confirm
interest of specific financial institutions in further participation of “one-on-one”
training sessions on renewable energy finance
- Four transactions presented to financial institutions and currently under study

Task CAS5: Capacity Building for Entrepreneurs and NGOs
- 6 projects supported with business plan development services
- Pre-selection of potential entrepreneurs to be trained on a ‘one-on-one” basis in
the five targeted countries
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Task CA6: Organizing Nexf-Stage Financing

- 4 transactions/projects were presented and are under review by financial -
institutions

- US $ 250,000 committed and soon to be disbursed for investment by E+Co for a
1.1 MW hydro project in Honduras

- Developing terms of reference for the elaboration of a feasibility report for the
initiative of creating a “patient capital fund”. The patient capital fund will serve as
a bridge to more commercial financing for renewable energy initiatives and allow
entrepreneurs to access second stage financing

Task CAT7: Developing Regulatory and Policy Options for Renewable Energy
Projects
- Anupdate of the key policies and barriers that are challenging the
implementation of renewable energy projects, as identified in the FENERCA’s
“Developing Regulatory and Policy Options for Renewable Energy Projects in
Central America” document is currently taking place

Task BDS: Business Development Support
- Introductory meetings were held with USAID local missions in El Salvador,
Panama and as part of the market opening initiatives in Brazil and Tanzanla ,

Task A1: Market Opening and Program Expansion in New Markets
- Evaluation and assessment of options of other markets to expand FENERCA’
. operations, such as Tanzania and Brazil

Task MME: Project Management, Monitoring and Evaluation
- Update of the “performance quarterly report”; tool that provides specific
. information of the progress achieved under each task on a quarterly basis
- New members joined the FENERCA team in-E+Co Bloomfield, USA offices and
E+Co office in Costa Rica

General Conclusions and Recommendations

- To avoid raising expectations among entrepreneurs in the five targeted countries,
the projects that will receive services during the second implementation phase of
FENERCA should be selected in the incoming quarter and proper notification
shouid be made to those projects that won't be selected

- As scheduled, conclude in-country missions in Nicaragua and Guatemala to
confirm interest and participation of local financial institutions in the training
activities

- As planned, conclude the update on the key policies and barriers that are
challenging the implementation of renewable energy projects as soon as
possible, so that a process of change can be initiated

- Conclude introductory visits with USAID local missions in El Salvador,
Guatemala, Honduras and Nicaragua an analyze possible areas of cooperation
between FENERCA and the missions to seek their support and ensure long-term
program and project sustainability

E+Co 3
FENERCA

Quarterly Report

January 2002



- Identify the new markets to explore and expand FENERCA's operations. Once
the new markets are selected to develop a work plan detailing activities and
dates of when it is expected to have completed each task

- Held monthly meeting among the FENERCA team members with the purpose of
keeping a better track of the work advanced as well as to anticipate and discuss
issues that may rise over time, leading to a strengthened program in the field

Overall the FENERCA team has been able to complete the anticipated work on time and
on budget. As a result of the work achieved to date, the FENERCA team has identified
numerous opportunities and has built a strong network with local enterprises, financial
institutions and regulatory bodies. These activities will require further handholding to
ensure adequate institutional strengthening and deal structuring and guarantee a
satisfactory use of renewable energy resources in El Salvador, Guatemala, Honduras,
Nicaragua and Panama. The following report provides substantial detail on all these
matters.

Respectfully submitted,

Phil La Rocco
Project Director

Alicia Fajardo
MME Manager

E+Co 4
FENERCA

Quarterly Report

January 2002



INTRODUCTION

The Increased Use of Renewable Energy Resources Program for Central America is
being implemented by E+Co, in close partnership with BUN-CA (Biomass Users
Network-Central America). The program aims to assist five countries in the region
{Guatemala, El Salvador, Honduras, Nicaragua and Panama) set a course that
integrates environmental and economic sustainability into their energy development
agenda. In accordance with cultural and language characteristics of the region the
program has been titled FENERCA (Financiamiento de Empresas Energéticas en
Centroamérica).

After eighteen months of operation, FENERCA's first implementation phase was
successfully concluded in late 2001. All program milestones were achieved and in many
instances exceeded. As a result of the success achieved in FENERCA's first
implementation phase, additional funding of US$ 1.750 million was approved and a
extension for another eighteen months (October 2001 — April 2003) was executed in late
2001,

The present quarterly report is being provided in accordance with the guidelines
established in Attachment 1, Paragraph E, numeral 2, “Program Reporting”, of USAID’s
Leader with Associates Cooperatlve Award Number LAG-A-00-00-00008-00 on the
‘Increased Use of Renewable Energy Resources Program. The report presents the
information in accordance with 22CFR 226.51-9 (d).

- This quarterly report presents a detailed account of the results and activities undertaken
-during the past three months of the second phase of the program (October 2001 to
January 2002). The information has been organized by task and includes both
quantitative and qualitative data describing the specific work undertaken under each of
the FENERCA tasks. :

E+Co ‘ 5
FENERCA

Quarterly Report

January 2002



PROGRAM TASKS/ACTIVITIES

Task CA 3: Enterprise Development Services and Completion of Business Plans

Expected Results
throughout the program
{Oct 2001 — April 2003)

Results Achieved
as of January 2002

Future Work Program
as of April 2003

At least 20 projects
supported with EDS (5
new; 15 current}

28 new potential projects
added {o pipeline.

9 projects received EDS and
Business Plan Structuring
Services during the period .
0 El Salvador

3 Guatemala

2 Honduras

3 Nicaragua

0 Panama

Select 5 new projects from
pipeline to be supported by April
2002

At least 7 additional projects to
receive support by April 2003 in
the five tageted countries

.13-15 Business Plans

| developed

From the 9 projects
supported with EDS, 6
projects were specifically

supported with business plan.

development services
throughout reporting period

2-3 BP prepared by April 2002

6-7BP prepared by July 2002 .
11-12 BP prepared by October 2002
13-15 BP prepared by April 2003

US$ 705,755 in Enterprise

US$ 302,140 provided as of

Additional of US $403,613 to be

Development Support to be | December 31, 2001 (CA3 & | provided in EDS support
provided throughout the CAB) e throughout program
program: April 2000- April implementation.

2003(CA3 & CA6) : . .

US$ 50,000 of technical US$ 6,000 approved as Additional US$ 44,000 to be

assistance to be provided

technical assistance

provided in technical assistance.

Minimum 2 enterprises in
each country

At least one enterprise
selected 1o receive support in
each of the 5 targeted
countries.

Balance the representation of
enterprises to be supported
among the 5 targeted countries.

Every effort to represent at
least 5 Renewable Energy
technologies

Current pipeline includes 5
Renewable Energy
technologies

1 Same

During the first eighteen months of FENERCA (April 2000 — October 2001), 15 business
plans were developed and 24 projects were supported with Enterprise Development |
Services (EDS). However, additional assistance is needed in several cases due to on-
going market reforms and changing regulations in the five target countries (El Salvador,
Guatemala, Honduras, Nicaragua and Panama). FENERCA will continue providing
assistance to those projects, at the same time it will seek new business opportunities to
support in enterprise development services and therefore completing business plans
when appropriate. The FENERCA team will guide as many entrepreneurs as possible in
the process of attracting adequate financing once the business plans are sufficiently
robust from a financial, technical, management and market perspective.
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FENERCA'’s current pipeline consist of 45 projects, including 17 ongoing projects and 28
new enterprise opportunities (at different stages of development) that have been
identified throughout the reporting period (see Annex 1). Depending on the specific
needs and development phase of each project, FENERCA will focus on helping the
entrepreneur to put the plan in action through the provision of enterprise development
services (EDS)'. By April 2002, 5 projects will be selected from the new project pipeline
to be supported with Enterprise Development Services (EDS); a total of 13-15 husiness
plans will be structured and developed, including at least 5 new projects.

The pipeline includes projects such as:
- A6 MW wind project in El Salvador
- A 2.5 MW hydro plant in Honduras
- A 1.7 MW hydro project extension in Panama
- PV systems for rural electrification in Guatemala
- A 300 kW bhiomass-to-energy project in Nicaragua
- A geothermal plant to dehydrate fruits in Guatemala
- A 1.5 MW hydro project in Honduras

During the reporting period, the FENERCA team supported 9 projects with Enterprise
Development Services, from which 6 were specifically supported with Business Plan
Structuring Services. Below is a brief description that includes the hame of each of these
projects, its technology and its country of operation.

- Tres Valles: A 17 MW co-generation bagasse-based project in Honduras. The
FENERCA team is providing business plan development assistance.

- Ancon: an association involved in nature conservation that is trying to repllcate

~ Ancon’s experience with the use of PV systems in natural reserves nationwide.
The systems are used to conduct environmental training sessions and to provide
electricity to its control centers. This project was supported during the first phase
of FENERCA with the initial development of its business plan; currently the
FENERCA team is providing additional support to Ancon for the compietion of its
business plan. _ .

- Bronzeoak: A renewable energy project-development enterpnse in Nicaragua
that plans to sell electricity to agro industrial companies. Currently, the company .
has three projects in its portfolio (1 MW, 1.4 MW and 4MW in size). FENERCA is
assisting Bronzeoak with Business Plan Development.

- San Marcos — La Castalia: A 2000 KVA expansion to a hydro plant currently
under operation with a 268 KVA capacity in Guatemala FENERCA is supporting
this project with Enterprise Development Support and structuring of La Castalia’s

. business plan.

- San Marcos — El Rodeo: a wind project in Guatemala that is realizing its
feasibility studies. This project was supported during the first phase of FENERCA
with the initial development of its business plan; currently the FENERCA team is
providing additional support to San Marcos — El Rodeo for the completion of its
business plan.

! Enterprise development services include assistance on concept validation, market assessment,
financial structuring, business plan preparation, negotiations and implementation
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Tecnosol: A private company that promotes the use of renewable energy through
solar and wind power in Nicaragua. After having provided Tecnosol with business
plan assistance during the first phase of FENERCA, the team is now providing
enterprise development support and technical assistance.

Jones: A 2MW hydro project in Guatemala. The project is finalizing its feasibility
study. The FENERCA team has been providing Enterprise Development Support
as well as seeking potential financing (CAB).

La Esperanza: A 1.1 MW hydro project in Honduras. FENERCA provided
Business Plan Support and assisted La Esperanza in looking for financing.
E+Co'’s has approved US$ 250,000 to invest in this project (CAB6) and is currently
by local banks.

San Judas: A 30 MW hydro plant in Guatemala. The project is going through its
feasibility study. FENERCA provided guidance to the development of the
business plan and is now assisting San Judas in its search for potential partners
and financiers (CAB).

The support through the Enterprise Development Services that the FENERCA team has
provided to the above projects/entrepreneurs has played a key role in contributing to the .
strengthening of those enterprises and further increases their chances of quickly -
=attract|ng fmancmg and thereby reachmg financial closure.

‘As part of E+Co s match of US$ 50,000 for technical assistance, US$ 6,000 has been
approved to provide fechnical assistance to Tecnosol, a Nicaraguan private company .
that promotes the use of renewable energy through solar power. The US$ 6,000 will be
utilized to assist the entrepreneur with a market study and defining the most appropriate
.business model for Tecnosol, both that will increase ability to secure additional financing.

- Task CA4: Strengthening of Financial Institution Capacity

Results Achieved

Expected Results
throughout the program
{Oct 2001 — April 2003)

as of January 2002

Future Work Program
as of April 2003

1-2 institutions trained per
country

8 Financial Institutions
contacted and
preliminarily selected to
be trained in Honduras,
El Salvador and Panama

- Financial Institutions to
be contacted in Guatemala
and Nicaragua during the
second quarter of 2002.

- Training to be held in the
third and fourth quarters of
2002.

10 transactions presented
to financial institutions

4 transactions were
presented to financial

institutions and are now

under study.

At least 7 transactions to
be submitted to Financial
Institutions by April 2003

At least 1 deal financed
per country ‘

1 project in Honduras
approved to be financed.

At least 1 deal financed in
the remaining 4 targeted
countries by April 2003.

At least 400 person /hours

Identification of Financial

Training sessions to be

of training (5x10x8) Institutions to be trained held on the third and fourth
quarters of 2002.
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in FENERCA's first phase, comprehensive training sessions on renewable energy-
finance were presented to more than 50 financial institutions. In the second phase, the
strategy is to conduct “one-on-one” sessions. The goal of providing training on a “one-
on-one basis” is to focus on concrete business plan proposals that are then analyzed
with each financial institution. The goal is to secure financial support from these financial
institutions trained on the actual projects.

In preparation for the “one-on-one” training activities, the FENERCA team identified a
preliminary list of 12 financial institutions from those that have demonstrated interest in
financing renewable energy and rural development initiatives. These institutions were
selected from those that participated in FENERCA's first phase introductory training -
activities (April 2000 — October 2001).

The financial institutions identified for the “one-on-oneg” training sessions are the
following: '

Country Financial Institution

Honduras Banco Atlantida
. Banco Mercantil

: Banco Occidente
Nicaragua o _ Bancentro

_ BANPRO
El Salvador - Banco Cuscatian

Banco de Fomento Agropecuario
Banco Multisectorial de Inversiones

Guatemala - ' Banco Reformador
Corporacion de Occidente

Pénamé _ Banco Continental
. ’ Banco Nacional de Panama

During the reporting period (October 18, 2001 — January 18, 2002), “in-country” missions - -
were conducted in Honduras, El Salvador and Panama, to contact the targeted financial
institutions and confirm their interest in further participation in “one-on-one” formal
training sessions. Most organizations contacted expressed a great willingness to
participate and also provided important feedback on how to structure the “one-on-one”
training sessions. Also, some of the financial institutions contacted indicated their lack of
- experience in financing renewable energy projects and therefore their eagerness to
participate in this initiative. “One-on-one” training sessions are planned to be held during
the third and fourth quarter of 2002 in the five targeted countries.

During the reporting period, four projects that were on FENERCA's pipeline were
~ presented to financial institutions with the objective of seeking financing:

- La Esperanza: A 1.1 MW hydro project in Honduras seeking financing was
presented to E+Co and BCIE. E+Co approved the financing of $ 250,000 for this
project in November of 2001. The FENERCA team will continue supporting La
Esperanza in their efforts of securing additional funding possibly form BCIE.
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- Jones: A 2 MW hydro project in Guatemala seeking financing was presented to

E+Co.

- Hidro Yojoa: A 630 kW mini hydro project in Honduras was presented to E+Co
and to BGA (Banco del Grupo de Ahorro Hondurefio).

- San Judas: A 30 MW hydro plant in Guatemala seeking financing was presented
to E+Co. Also the FENERCA team is assisting San Judas to look for potential

financing partners.

Task CAS5: Capacity Building for Entrepreneurs and NGOs

Expected Results
. of the program
{Oct 2001 — April 2003)

Results Achieved
as of January 2002

Future Work Program
as of April 2003

2- 3 entrepreneurs
trained per country

Pre-selection of potential
entrepreneurs to be
frained

Training to be held from June to

November of 2002

At least 15 business
plans developed and
completed

6 projects supported
with business plan
development throughout
reporting period

23 BP prepared by April 2002
6-7BP prepared by July 2002

,11-12 BP prepared by October 2002

13-15 BP prepared by April 2003

At least 600 person
fhours of training
{5x15x8)

Preliminary identification
of entrepreneurs to be
trained

Training to ke held from June to
November of 2002

During FENERCA's first implementation phase, comprehensive training sessions on -
Business Plan Development for renewable energy initiatives were conducted, with the

- participation of entrepreneurs, NGO’s and a number of regulatory institutions. During -
those sessions, introductory tools on business plan development and risk analysis were.
taught in great detail.
During the second implementation phase (October 2001 — April 2003), the FENERCA
team will provide more targeted training sessions on a “one-on-one” basis; to structure.
concrete project proposals and go through specific business plans with each
entrepreneur. The objectives of the “one-on-one” training sessions are to broaden the
entrepreneurs’ abilities to develop a business plan and to assist them in the preparation
of plans that are robust from a financial, technical, management and market perspective.
FENERCA seeks to help them attract additional financing from potential investors.

During the reporting period, an in-country assessment was prepared with the objective of
selecting a preliminary list of at least 1-2 potential entrepreneurs or organizations in each
targeted country to be trained on the “one-on-one” sessions. The entrepreneurs were
selected from those that had participated in the comprehensive training held in 2001.
Some of the projects now being screened are:

- Cececapa, a hydroelectric project in Honduras
- La Esperanza, a hydroelectric project reaching financial closure in Honduras
- Tecnosolar, a PV enterprise in El Salvador :
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- Bronzeocak, a biomass

enterprise in Nicaragua

- Dintersa, a PV enterprise in Guatemala
- Selmeca, a hydro project in Guatemala
- Lalaguna, a geothermal plant to dehydrate fruits in Guatemala
- Ademipp, a PV-powered irrigation association in Panama

- HidroPanama, a hydroelectric project in Panama

A definitive list of the entrepreneurs/organizations fo be trained will be ready by April
2002 when the dates for the training sessions will be determined for each country.
The training sessions will be held from June to November of 2002 in the five targeted
countries: El Salvador, Guatemala, Honduras, Nicaragua, and Panama.

As mentioned in task CA3, six different projects were supported with business plan
structuring services during the reporting period. The projects supported were Tres
Valles (Honduras), Ancon (Panama), Bronzeoak (Nicaragua), San Marcos El Rodeo
y La Castalia (Guatemala) and Tecnosol (Nicaragua).

Task CA6: Organizing Next-Stage Financing

Expected Results
throughout the program-
{Oct 2001 ~ April 2003)

Results Achieved
as of January 2002

Future Work Program
-as of April 2003

13-15 business plans under
review by financial
institutions

4 transactions were presented
and are under review by
financial institutions.

- At least 8-11 transactions to be
submitted to Financial
Institutions by April 2003.

- 1 deal aiready approved to be
financed by E+Co

Us$ 5 million of financial
resources committed for
renewable energy -

US$ 250,000 committed and”
soon to be disbursed for

renewable energy initiatives by.

Additional investment of US$
375,000 from E+Co to be
invested by April 2003.

renewable energy installed
in the Central America

| region

FENERCA under construction

initiatives {US$ 625,000 E+Co
committed by E+Co) A s
At least SMW of new 250 kW funded by E+Co and 1.1 MW project close to

reaching financial closure in
Honduras

Feasibility Report for the
“patient capital fund”

Development of terms of
reference to accomplish this
initiative

' Approval of the terms of

reference and elaboration of the
feasibility report

For those projects developed during FENERCA's first phase that were on a more mature
stage, financial institutions were approached to secure financing and leverage was
achieved. However, substantial financing still needs to be secured to ensure that the
projects currently being structured in FENERCA's pipeline reach closure and are
subsequently built. To accomplish this objective the FENERCA team will continue
playing an important role by training both entrepreneurs and financial institutions (under
task CA 4 & CAS5) to introduce financial institutions to the opportunities of financing

renewable energy enterprises.
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As part of the initiative of organizing next-stage financing, 4 projects (San Judas, Jones,
Hidro Yojoa and La Esperanza) were submitted to financial institutions and are currently
under their review. As mentioned above (Task CA4), a US$ 250,000 financing for the La
Esperanza project was approved by E+Co. La Esperanza is a 1.1 MW hydro project in

" Honduras, which will be starting construction in the following months.

In addition to the efforts made by the FENERCA team in organizing next stage financing
for entrepreneurs, FENERCA identified the need to create a “patient capital fund”. The
concept of the “patient capital” is defined as a source of funds that can offer such
operations an accessible and realistic source of financing, serving as a bridge to more
commercial finance. During the reporting period, the FENERCA team held meetings with
E+Co's staff in Bloomfield (USA), Costa Rica and Bolivia to agree on the initial approach
of this initiative. Terms of reference are being developed and specific staff members
assigned to lead this initiative.

Task CA7: Developing Regulatory and Policy Options for Renewable Energy
Projects '

Expected Results Results Achieved " Future Work Program
throughout the program " as of January 2002 as of April 2003
(Oct 2001 — April 2003) e e
Update key policies and Update currently taking place - | Complefe update of key
barriers identified during : policies and barriers identified
FENERCA's initial by the FENERCA team by
-implementation. phase, as '| second quarter of 2002.
necessary :
Update of processes and Processes and strategy to be | Update as needed
strategy recommended for - determined - S
implementing change R .
Initiate a process of barrier Processes of policy ‘Policy implementation/fremoval
implementation/fremoval of at | implementation/fremoval to be | to be initiated by April 2003
least 3 specific actions initiated by third quarter of SR N -
2003

FENERCA's efforts in the policy arena have had an important positive impact, by
opening a space for promoting renewable energy in the regulatory framework. An update
of the key policies and barriers that are challenging the implementation.of renewable
energy projects, as identified in the FENERCA authored document “Developing
Regulatory and Policy Options for Renewable Energy Projects in Central America” is
currently taking place. The update is being made with the remarks and inputs received
from six senior level representatives from the Energy Ministers of Costa Rica, El
Salvador, Guatemala, Honduras, Nicaragua and Panama-during the meeting convened
by FENERCA in September 2001. Annex 2 is a summary table of the main policy
barriers for renewable energy identified by the FENERCA team.

Once the key policies and barriers that are challenging the implementation of renewable
energy projects are updated, the FENERCA team will focus its efforts in initiating a
process of barrier removal or implementation to facilitate and promote the development
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of projects in the field of renewable energy in the region. In addition, the initial processes
and strategies to approach the implementation or removal of the barriers will be defined

during the next quarter.

Task BDS: Business Development Support

Expected Results
throughout the program
{Oct 2001 — April 2003)

Results Achieved
as of January 2002

Future Work Program
as of April 2003

At least 2 meetings held with
local USAID missions in each
country

Meetings were held in Brazil,
El Salvador, Panama and
Tanzania

Continue realizing meetings
with the USAID local missions

Assessment report of USAID
local missions objectives,
priorities and possible areas
of coliaboration produced by
FENERCA

- Introductory meetings held in
Brazil, El Salvador, Panama
and Tanzania.

- Preliminary draft reports

produced and currently under -

review.

- Additional in-country missions
to be held in Guatemala,
Honduras and Nicaragua.

- Report to be readied by the
second quarier of 2002,

As possible, secure support
form local USAID missions

Initial assessment of potential
collaboration opportunities
currently undergoing

As possibie, secure support

Task created for the FENERCA second implementation phase with the objective of
securing in-country USAID local missions to secure their support (either in kind or in the:
form of funding) to ensure long-term program and project sustainability. The efforts
under this task are going to be concentrated in the five targeted Central American
countries (Guatemala, El Salvador, Nicaragua, Honduras and Panama), as weli as in .
new markets such as Africa and South America (as it was mentioned in Task A1) where
FENERCA plans to expand its efforts.

During the reporting period, introductory meetings were held with USAID local missions
in Brazil, El Salvador, Panama and Tanzania. During those introductory meetings, the
FENERCA program was presented, highlighting its achievements to date and the
objectives for the second implementation phase. Also the FENERCA team started to
identify potential areas of mutual collaboration and leverage with the local USAID

missions.

Based on the missions already visited, the FENERCA team elaborated a preliminary
draft report stating the objectives of each local USAID mission in the energy sector as
well as possible areas of mutual collaboration. That was made as a starting point for
assessing the possible synergies between these missions and the FENERCA team in

each of the targeted countries.
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Task A1: Market Opening and Program Expansion in New Markets

Task created for the FENERCA second implementation phase to use the experiences
gained through the first 18 months of the program’s implementation, and the positive
impact in terms of capacity building and structuring of project deals with renewable
energy, financial institutions and NGOs in the Central American region. The goal is to
expand FENERCA’s work into other countries and markets, such as Africa and South
America. During the reporting period the FENERCA team has been evaluating and
assessing options in regards to in which markets to explore and expand its operations. It
is expected to have identified these new markets for the next reporting period. -

Task MME: Project Management, Monitoring and Evaluation

Expected Results Results Achieved Future Work Program
throughout the program as of January 2002 as of April 2003

(Oct 2001 — April 2003)

Timelines of MIME reports First quarterly report of the 5 additional quarterly reports .
| (quarterly reports) second implementation phase | to be submitted by task

- submitted by task managers. managers.

Budget performance Under anaiysis by E+Co , Ongoing

Reporting milestones and Development of work plan for | Ongoing

achievements of expected | the program implementation to

results measure achievements.

As part of the activities undertaken by FENERCA in MME, a task introductory planning
and supervision session took place in October of 2001. As part of this session, the team
was able to develop its work plan (Annex # 3) for FENERCA’s second implementation
phase (October 2001 — April 2003) including specific targets for all program-related

tasks. Until now, the progress of the program has been completed according to the work .
plan. o o . ,

As a mechanism for monitoring and supervising the first implementation phase, the
FENERCA team developed a tool that provides specific information of the progress
achieved under each task on a quarterly basis. Such a tool is called the “performance
quarterly report” and was developed based on the performance indicators for each task.
This report describe the tasks’ expected targets and provides a baseline that Task
Managers can consider while advancing their work under each task in order to tackle
areas of improvement as needed. The report includes both quantitative and qualitative
data. During the reporting period, the FENERCA team updated such a mechanism,
which has been the base for the development of the present report.

Some staff changes have occurred over the reporting period for the E+Co team:
- Johanna Hjerthén, who has been the program manager for the Latin American
Region and was responsible for the FENERCA program from the E+Co offices in
Bloomfield, is currently on maternity leave
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- Alicia Fajardo joined the E+Co team in January 2002 as a project associate and
will be providing support to Johanna Hjerthésn’s responsibilities while she is on
maternity leave.

- Georgina Vazquez will be joining E+Co/LAC office in Costa Rica and will be an
investment officer.

Specific managerial responsibilities were re-assigned amongst management staff as
follows:

Task Task Manager
CA 3 — EDS and Competition of Business Plans Fernando Alvarado
CA 4 — Strengthening of Financial Institution Capacity Fernando Alvarado
CA 5 — Capacity Building for Entrepreneurs and NGOs Leonel Umafia / Lorna Li
CA 6 — Organizing Next Stage Financing Fernando Alvarado
CA 7 - Developing Regulatory and Policy Options for Jose Maria Blanco

Renewable Energy Projects
A1 — Market Opening and Program Expansion in New Markets | Alicia Fajardo

BDS — Business Development Support Alicia Fajardo

MME - Project Management, Monitoring and Evaluation ‘| Alicia Fajardo
E+Co 15
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BUDGETARY ISSUES

FENERCA's first phase (April 18, 2000 — October 18, 2001) budget was US$1.1 million.
The program was extended for an additional 18 months, US$ 1.750 million, for a total of
36 months, through April 2003 and US$ 2.850 million. For simplicity, from now all
expenses will be tracked against the budget for the 36-month period.

During this reporting period the FENERCA team was able to advance all the anticipated
work within the project budget, both in terms of staff time and also in regards to
expenses. Annex 4 shows the financial report performance of the program up to date.

The work for the tasks CA1 (Rapid Assessment and Final Work Plan Development) and
CAS8 (Facilitation of Carbon Transactions) was fully completed during FENERCA’s first
phase; however, there was a small amount of funds remaining from those tasks. As
shown in Annex 5 (FENERCA's Revised Budget) the remaining balance has been
reallocated to Tasks CA3 (Enterprise Development Services and Completion of
Business Plans) and A1 (Market Opening and Program Expansion in New Markets)
respectively. :
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MAIN CONCLUSIONS AND RECOMMENDATIONS

As highlighted in this report, during the reporting period FENERCA was able to advance
the anticipated work on time and within the targeted budget.

Task CA3: Enterprise Development Services and Completion of Business Plans
A strong pipeline of 45 projects, including ongoing projects from FENERCA's first phase
as well as new enterprise opportunities at different stages of development were
identified during the reporting period. In the pipeline of projects there is a balanced

- representation of renewable energy technologies that include projects on biomass,
geothermal, hydro, PV and wind. Recommendation: to avoid raising expectations
among entrepreneurs on the five targeted countries, the projects that will receive
services during the second implementation phase of FENERCA should be selected the
incoming quarter. For those projects that won't be supported by FENERCA, appropriate
notification should be made to the entrepreneur. Also as it is shown in annex 1, the
FENERCA'’s pipeline of 45 projects have a low representation of business opportunities
in Panama, which implies that the FENERCA team should concentrate its efforts in
finding at least 1 or 2 new opportunities in Panama during the next quarter.

Task CA4: Strengthening of Financial Institution Capacity -

In-country missions were conducted in Honduras, El Salvador.and Panama to
specifically target financial institutions and confirm their inferest in further participation in
“one-on-one” formal training sessions. Most of the financial institutions expressed their
willingness to participate in the training sessions. Recommendation: As it is already
scheduled, conclude in-country missions in Nicaragua and Guatemala to confirm interest
and participation of local financial institutions in the training activities.

Task CAS5: Capacity Building for Entrepreneurs and NGOs :

In addition to the support provided to entrepreneurs by FENERCA through enterprise

- development services (CA3), “one-on-one” training activities will be key to the
strengthening of business plans and to further secure financing and therefore reach
financial closure. Recommendation: Take advantage of the “one-on-one” training
activities to strength project proposals and business plans by trying to cover those areas
where each project/entrepreneur to be trained is weak and need more development. The
objective would be to present strong business plans to the financial institutions and
ultimately secure financing.

Task CAG6: Organizing Next-Stage Financing

Four transactions were presented and are currently under review by financial institutions.
As a result US$ 250,000 for one project has been approved and will soon be disbursed.
Recommendation: The FENERCA team should continue its efforts in strengthening
business plans (CA3) as well as providing training to the local financial institutions
(CA4), which will contribute to the patient capital effort to securing financing for
renewable energy projects in the region.

Task CA7: Developing Regulatory and Policy Options for Renewable Energy
Projects

An update of the document “Developing Regulatory and Policy Options for Renewable
Energy Projects in Central America" developed by FENERCA on the key policies and
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barriers that are challenging the implementation of renewable energy projects is
currently taking place. Recommendation: as it is planned, conclude such update as
soon as possible, to be able to initiate a process of barrier implementation/removal to
facilitate and promote the development of projects in the field of renewable energy in the
region., ‘

Task BDS: Business Development Support

Introductory meetings were held with USAID local missions in El Salvador, Panama and
as part of the market opening initiatives in Brazil and Tanzania. Recommendation: as
projected conclude introductory visits with USAID local missions in El Salvador,
Guatemala, Honduras and Nicaragua. Once all introductory meetings are held: ana!yze
possible areas of cooperation between FENERCA and the missions to seek thelr
support and ensure long-term program and project sustainability. Also it is important to
keep posted the local missions with the achievements made by FENERCA, so they will
know how the program is moving forward and achievements made throughout the time.

Task A1: Market Opening and Program Expansion in New Markets

During the reporting period the FENERCA team has been evaluating and assessing
options in regards to which new markets to explore and expand its operations.

- ‘Recommendation: as planned, for the next quarter the FENERCA team should have
identified the new markets to explore and expand operations. It'is important once the
new markets are selected to develop a work plan detailing activities and dates of when it
is expected to have completed each task. :

Task MME: Project Management, Monitoring and Evaluation

The monitoring and evaluation tool developed during FENERCA'’s first phase utilized to
monitor and supervise progress every quarter has been updated in accordance to the -

" terms of reference developed for the second implementation phase of the program.
Such a tool has been instrumental not only for the development of the present report but

-also to keep frack of the work advanced during each quarter in accordance to the work
plan and set course correction whenever it is appropriate. Recommendation: In
addition of filling the performance reports every quarter and analyzing them in terms of
the work advanced according to the work plan, it is suggested to held monthly meeting

- among the FENERCA team members. The purpose of those monthly meetings is to

keep a better track of the work advanced as well as to anticipate and discuss issues that

may rise over time, leading to a strengthened program in the field.

E+Co 18
FENERCA '

Quarterly Report

January 2002



Annex 1:
FENERCA'’S Current
Pipeline as of
January 18™ 2002




ONGOING PROJECT LIST FROM FENERCA FIRST IMPLEMENTATION PHASE

Tres Valles
Cenit Zacapa
Hidro Yojoa
Cececapa

La Esperanza
Solaris

Jones

San Marcos- El Rodeo

I

Bronzeoak
Tecnosol
Afder

A0



2/

Nombre de!
Proyecto

-

La Boquita

LISTA DE POSIBLES NUEVOS PROYECTOS A SER APOYADOS

EN LA SEGUNDA ETAPA DE FENERCA

Desarrollador Contacto

Hidro Ingenieria Jorge Reyes

Edmundo Flores

Telefono/Fax y
e-mail

o
236-7280 ext. 34
226-8543 1976-9906
hidroingenieria@hotmail.com

inversion

Tecnologia

Hidroelectrico de 173KW
¢on pequeda obra de
toma y canal

Estado del
Proyecto

Factibilidad a terminar en Enero,
firmado el PPA y proximo a firmar
contrato de operacidn con SERNA

2|La Gloria Electrotecnia Alexis Padilla 225-4614 / 225-4602 84M Hidroelectrico a Factibilidad lista, solo faita
Fax 225-4606 Jﬂlo de agua, Pelion aprobacion de contratos en el
contempo@ontinet.hin de 4.7 MW Congreso
3{El Cisne Hidroelectrica Emesto Castejon 662-2709/ 557-9827 950 mil Hidroeleclrico de Caontrato PPA y proximo
Et Cisne fincaelcisne@honduras.com 713 KW con a terminar factibilidad
pequefiia represa
4|Rio Blanco Hidroelectrica Roberte Nufiez 236-8788 7M Hidreelectrico de 3.7MW Factibilidad a ferminar en Febrero,
Rio Blanco Orlando Recarte 2368438 a filo de agua con PPA firmado y en tramite los
munez@terra.hn demas permisos
orecarte@terra.tin :
5|Cuyamapa ENETRAN Roberto Nuifiez 236-8788 145M Hidroelectrico de 10.5 Prefactibilidad lista y factibilidad
Orlando Recarte munez@terra.hn MW, con represa a terminar en uncs 2 meses
orecarte@terra.hn
6|Babilonia ENERGISA Hector Borjas 221-0388 3.9M Hidroelectrico de 3 MW Etapa de construccion, necesita co-
Julian Borjas 221-0137 a filo de agua financiador por $1,2 millones. Todos
energhib@hondutel.bn los permisos y PPA firmado
7|Corenade ENERGISA Hector Borjas 221-0388 4.1 M , |Hidroelectrico de 2 fases. Estudios finalizados y contrato
Julian Borjas 221-0137 |1 de 3 MW y total SMW PPA firmado

Ostua

energhjb@hondutelhn

T

b
Tel: 845-7448

8 Municipalidad Santa __|Rene Viciente Osorio 3.1 TMini Hidroeléctrica 3MW  [Pre-tactibilidad realizada. Eslralegia de
Catarina Mita Alcalde comercializacion en desarrollo
9| Deshidratacién de |Agroindustrias La Lagungluis Arturo Mérida Tel: 331-7999 75 mil Deshidratacion de Fruta Operacion y Expansion para exportacion
Fruta : Fax: 334-0627 con energia geotérmica
cymings@intelnet.net.at

10{Dintersa

IDintersa Roberto Arimany

Tomas Soto

Tel: 332-3807 / 3315809
Fax: 332-3918 ..

Solar

L

Biémasa

Operacidn y Expansion de la empresa en venta
de equipo fotovoltaico y colectores solares

lzalco con capacidad de__
12|Papaloate |Papalvate Hermes Landaverde  [Telfax: 273-6243 4.2 M Central Hidroeléctrica Cuentan con estudio de factibilidad y con la
hlandaverde@ingendehsa.com con capacidad de 3MW concesion del recurso. Necesitan los fondos
] urgentemente para iniciar
13|Las Quebradas |Ucraprobex Israel Martinez Tel: 278-0064 / 278-2899 330 mil Biomasa con Estudio de factibilidad terminado
Ulises Palma Fax: 278-1311 capacidad de 25kW
ucracafe@es.com.sv -
14|El Chaparral Hacienda El Alberto Valdiviezo Telifax: 229-3751 75 mil Biomasa Proyecto en produccion, inversidn se requiere
Chaparral Produccion de carbon para mejora de tecnologia y aumento de

15|Hidro Panama |l

José Luis Saiz’

Hidro Panama

ecochaparral@hotmail.com

Tel: 215-7788
Fax; 215-7525

25M

Micro Hidraulica
con capacidad de 1.7MW

produccion

Ya esta operando una primera
etapa de 1.8 MW con PPA

jose_luis.saiz@power.alstom.com

4/3/02
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Annex 2:
Summary Table of the Main
Policy Barriers for

Renewable Energy in . |

Central America
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SUMMAR

At

1. Restriccionesenla
capacidad minima de
generaciéon

* Las leyes y regulaciones
limitan la entrada directa al
Mercado Mayorista para
generadores ¢on
capacidad inferiora 10
MW. Esto evita la venta
directa al MM de los
pequefios productores, v
por lo tanto reduce sus
opciones de venta, aunque
la ley si prevé que se
puede hacer la unién de
varios pequefios
generadores por medio de
una comercializadora.

2. Resfricciones parael
traslado de ios costos de
contratacion directa

+ El céleulo de tarifas se
basa en los precios de
electricidad segln el MM,
mas los costos de
transmision y.distribucion.
Los costos establecidos en
contratos celebrados con
los distribuidores para
comprar energia no
pueden ser trasladados a
l0s usuarios.

3. Requisitos para permisos

+ Lainversion en el sector de
pequefia escala es
obstaculizada por
estructuras de costos para
la emisién de permisos que
no toman en cuenta el
tamafio o tipe de proyecto.
Como resultado, los
productores de pequefios
proyectos pueden terminar
pagando costos mucho
mayores por MW instalado
que los generadores a
mayor escala.

Y TABLE OF THE MAIN POLI

*

2,

. Tarifas de Transmisién

CY BARRIERS FOR RENEWABLE ENERGY IN
e - T

Muchos proyectos renovables estan
ubicados lejos del centro de carga que esta
localizado en la ciudad de Panama, por lo
que pagan costos mas altos de transporie
que los proyectos localizados mas cerca de
los centros decarga {por ej.. proyectos
térmicos).

Duracion de Contratos de Compra-venta
Los procedimientos y criterios establecidos
por e! Enfe Regulador para la contratacién de
energia yfo potencia establecen un plazo
timite de 8 afios y se especifica una
penalizacién de 2.4% en el acto plblico para
cada afio que exceda el 4 afic de
contratacion. Esto afecta las energias
renovables porque requieren plazos mas
largos..

3. impuestos de importacion

Los combustibles fésiles son importados
libres de impuestos, lo que beneficia a las
plantas térmicas y representa una
desventaja competitiva para proyectos de
enhergia renovable.

. Dependencia del recurso

El efecto del Nifio puede reducir la

‘produccion de una planta hidro en mas del

50% durante los meses criticos de verano,
haciendo necesario un balance hidro-témice
que limita la participacién hidro.

. Procedimientos complejos

Los procedimientos actuales para obtener
concesiones para recursos renovables son
largos y complejos

6. Altos costos de estudios de factibilidad

Muchos estudios existentes para proyectos
de energla renovable requiersn mas trabajo
de campo y estudios para llevarlos a nivel de
pre-factibilidad y factibilidad, lo que consume
recursos financieros importantes previo a
definir la viabilidad de los proyectos.

. Red de transmisién

La Provincia de Bocas del Toro, tiene un
alto potencial hidroeléctrico pero  requiere
inversiones importantes en la red de
transmisién para lograr su integracién al
sistema integrado nacional.

1. Restricciones en la
capacidad minima
de generacion

« Las leyes y regulaciones
limitan la entrada al MM a
generadores con
capacidad minima de 5
MW. Esto evita la venta
directa al MM de los
pequefios productores, y
por lo tanto reduce sus
opciones de venta y
participacion.

o Dificuttad en cbfener
contratos de venta de
energia a largo plazo que
hagan factible el
desamollo de los -
proyectos de energfa
renovable.

2. Requisitos para

permisos

La inversidn en el

sector de pequeiia

escalaes
obstaculizada por
estructuras de costos
para la emisién de
permisos que no toman.

en cuenta el tamafio o

tipo de proyecto.

Como resuitado, los

productores de

pequerios proyectos
pueden teminar
pagando costes mucho
mayores por MW
instalado que los
generadores a mayor
escala.

En el caso de

pequefos proyectos

hidroeléctricos el
trémite de permisos

resulta muy lento y

costoso. ‘

Inestabilidad de 1

la.estructura
legal del sector .
Las leyes y
regulaciones
relevantes han
sufrido cambios
significativos en
practicamenteen |e
cada uno de los
tltimos ocho afios,
ylos
desarrolladores y
financistas temen |«
que se den nuevos
cambios.

Posible impacto de
la instalacién de la
Planta de AES,
Preocupacién por
la incorporacién

de 15 plantas con
una capacidad
total de entre 140
vy 160 MW aun
sistema tan
pequefio, podria
conducir a
problemas de
despacho o
deficiencias del
recurso

. Impuestos de

1G4

Importacién
Los proyectos
privados de
electrificacién rural no
estan exentos de
impuestos de
importacion
Las plantas térmicas
cuentan con una
exencién indefinida
sobre la importacién
de combustibles.
Los peguefios
importadores
acfuaimente estan
sujetos a la
interpretacién del
oficial de aduanas que
esté a cargoen el
momento de declarar
los equipos de
energia renovable.

*

[

-

publico

Permitir el accese de
productores
independientes en el
aprovechamiento del
recurse hidrico para
generacion,

. Limitada capacidad

de generacion a los
pequenios
productores
independientes
Aumentar el 15%
autorizado por la Ley
7200 para los
pequenios
productores
indepentdientes

Promocion de Energia Renovable en Centroamérica: Oportunidades para el Planteamiento de Politicas
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FENERCA'S SECOND IMPLEMENTATION PHASE WORK PLAN - October 18, 2001 to April 18, 2003

2002

2003

o

Q2

Q3

Q4

Q1

Q2 (April)

CA3:

(Task Manager. Fernando Alvarado)

O 3-5 new Business Plans {(BUN-CA to draft, E+Co to finalize)

BP1

BP2

BP3

BP4

BP5

X[

O 5 new projects supported with EDS (E+Co)

P1

P2

P3

P4

P5

>¢| | >¢| |

R[] XK >

R[] | K

0O Continuing EDS to projects currently in FENERCA’s pipeline (10 projects)(E+Co)

Tecnosolar

San Judas

ADEMIPP

x| >

MK XIX| XXX

KRB I ]| | >

K[| | 2] 2|2 K| X

|| >

KK =

ATDER

0 13-15 BP developed {(10:current pro;ects & 3-5: new pro;ects) {E+Co and BUN-CA)

2BP

4BP

5BP

4BP

10 from current pipeline:

2BP

3BP

4BP

1BP

ANCON

Jones

Tecnosol

Tres Valles Co-Gen

ATDER

SEDES

3-5 new:

1BP

1BP

3BP




7

Bronzeoak — Biomass

San Marcos Wind

San Marcos Hydro

Cececapa-Hydro

San Marcelino-Wind

Solaris-PV

Cenit/Zacapa-Hydro

Dintersa-PV

Comayagua-Hydro

Ucraprobex

El Rodeo- Hydro

La Castalia - Hydro

CA4: Streng

(Task Manager FernandoxAIvarado)

0 1-2 institutions trained per country (E+Co and BUN-CA)

Institutions identified

101D

Training El Salvador

November

Training Guatemala

August

Training Honduras

June

Training Nicaragua

September

Training Panama

November

110 transactuons presented to financial institutions (E+Co and BUN-CA)

El Salvador

2

Guatemala

Honduras

Nicaragua

Panama

O Specific training material disseminated (E+Co and BUN-CA)

Re\new and Fna[fze tralnmg matenal (Bloomfi eIdILACIBUN-CA)

X (May)

(T ask Manager Leonel UmaﬁalLbfha Li

O 1-2 institutions trained per country (E+Co and BUN-CA)

Institutions identified

101D




(4

Training El Salvador

November

Training Guatemaia

August

Training Honduras

June

Training Nicaragua

September

Training Panama

November

O 15 BP completed (E+Co and BUN-CA)

2BP

4 BP

5 BP

4BP

O Specific training material disseminated (E+Co and BUN-CA)

X

X

Review and f nalize training material and Too! kit(Bloomfield/LAC/BUN-CA)

X (May)

('f ask Manager Femando A!varado)

C 12-15 Business Plans under review by financial institutions

Institutions identified

101D

El Salvador ( one quarter after the training provided to the Financial Institutions)

Guatemala (one guarter after the training provided to the Financial Institutions)

Honduras (one quarter after the training provided fo the Financial Institutions)

Nicaragua (one quarter after the training provided to the Financial Institutions)

Panama (one quarter after the training provided to the Financial Institutions)

0 13-15 BP completed (E+Co and BUN-CA)

2BP

4BP

5BP

4BP

O "Patient Capital” fund assessment

Feasibility Report (Gonzalo Rico)

L TOJects
{Task Manager: Jose Maria Blanco/Leonel Umafia)

Terms of Ref.

Int. Report

Final Report

0 Update list of targeted policies/barriers that need attention

0O Assess most opportune regulatory environment

O Initiate process of removallimplementation of at least 3 specific actions

Action # 1{Removal/lmplementation)

Action # 1{Removal/lmplementation)

KX

HRixX| X

Actlon # 1(Remova|l[mplementatton)

rogram Expansioh in New Market

KX X

x| |

x| X

(fask Manager‘ Alicia Fajardo}

O Productive uses Africa

Definition of the clean energy productive use opportunities in SADC
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Honduras X X X X X
Nicaragua X X X X X
Panama X X X X X
O Country-specific meetings with USAID offi clals Other Reglons
Africa? X
Brazil?
Other? X
1 Reporte sobre las missions de USAID X
rt secured from USAID local missions X X X
Tracking AnaIyS|s of Program Costs X X X X X X
Measurement of achievement of activity progress indicators and expected results X X X X X X
Quarterly Reports on progress achieved and necessary course corrections X X X X X X




