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1.0 INTRODUcrION

Recent changes in the global economy are increasingly driving nation..., to the privatization of
industries that historically were in the hands of government. The power generation sector is one of
the foremost examples of new opportunity for private investment.

Many countries are enacting laws to pennit the private sector to invest in and develop p(H'Ii'er
generation and transmission facilities; but, the quid-pro-quo is that many of the Central Governments
expect that in so privatizing this sector, they will no longer be unconditionally responsible for the
financing of snch major capital projects. Consequently, the methodology for financing such prqjeets
must also be developed or adapted, in order to maintain the momentum of economic developm(~ntin
the industrializing world.

The state of uncertainty in the world financial markets at this writing is such that most commercial
banks and traditional sources of private capital for long term lending or investment are extremely wary
of aggressively pursuing new business in cross-border lending. Horne-country regulators of many of the
major international banks require far greater balance sheet offsets for international loans than for
domestic, single-country loans. Virtually all major international banks are in a "protect" mode,
preserving their capital ratios by only conservatively parcelling out loans to well-established customers.
There is little room in the commercial banks for major new initiatives in committing long-term capital
to provide sector infra5tructure projects in most of the developing world.

Therefore, some creative new methodologies are emerging out of the necessity of maintaining
capital availability for private power development. Combinations of multilateral development
institutions, bilateral development arms of industrialized governments, export credit agencies, and
newly evolving capital market.s in host countries, are all being brought to bear to complement available
commercial bank credit.

Consequently, the development of a 5500 million power generation plant is no longer a..-; simple
a-; a sovereign risk transaction. Multiple layers of seCt.. rity mechanisms must be put in place, and a variety
of financial and insurance institutions utilized, in order to accumulate a package of financing for
significant projects.

The project development cycle ha..o;; many facets, and tends to be extended in duration, due to
the relative unfamiliarity of many of the host government personnel with concept.., of Build-Operate
Transfer (BOT), Build-Own-Operate (BOO), Build-Lea5e-Transfer (BLT) and other such mechanisms for
private investment. Further, the issues of payment a5surances, tariff calculations in cun-encies other
than host country currency, foreign exchange availability and rernitability, fuel supply and pricing risks,
and other such issues, are generally not viewed the same by personnel with government bureaucracy
backgrounds a.." by the private sector investors and lenders. Financing institutions with a familiarity
in assessing risk and lending into the country where the power project is to be located, will be beneficial
to the constnlction of a complete, bankable package.
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Asia as a region ha" been the location of some of the major BOT1~OOpower prqject dosings.
Hopewell prqject in the Philippines and the Hub River Project in Pakistan have overc(m1t~ significant
hurdles to get to financial dose and thence to construction. Many countries in the region have adopted
laws and policies to permit private investment in power generation. Despite many difficulties in getting
the themy converted to reality, the trend is dear in many of the countries that private sector power
in the region will be a several-billion donal' per year opportunity. 'fhe marshalling of financial resources
and the efficient layering of capital from various sources with different criteria, will be critical to the
structuring of succes...,ful projects.

Sources of funding exist for project developers for various stages of project development. Some
resources exist w'ithin U.S. Govermnent and multilateral agencies for prqject identification. SCHue
programs exist to help pre-feasibility and fea"ibility efforts. Some funding sources, such as export
credits, can be utilized to support a specific developer or supplier which is in competition with other
developerssuppliers,\vhile some funding sources such as the multilateral focus on making a project
'.x)l1unitment, rather than supporting any specific supplier.

Various official programs have different mandates, such as:

• Help fund a project, \,vith international competition for the
development/investment as well a", constnlction:

• Focus SUPPOIt on a particular developer/supplier's proposed prqject;

• Fund studies that will make inroads for a particular country's suppliers:

• Fund prqjects based upon host country and regardless of home country of developer;

• Facilitate investment by insuring against political risks;

and so on.

This report surnmarizes the ba.."ic features of the principal programs, institutions and soun'es of
financing that exist and that are most likely components of a C.S. developer's prqject financing package.
This report is on conditions a...., of January 1993. In many cases, the programs and policies are ('volving
to cope with the new realitie:-; of privatization of infra-;tructure; and therefore, no rigid guidelines should
be a,;sumed to exist. The best procedure would be to present a thorough and complete analysis of a
potential prqject to the prospective in~titution,and then to work closely \vith them to ide'ntify parts of
the funding package that are
suitable for their portfolio.
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2.0 PRO.JECf FEASIBILITY STUDY ASSISTANCE

The assistance programs in this section are focused on the early development stages and fea."ilJility
study activities of a prqject. Some of the programs are geared to a.<.;sisting the foreign buyer or prqject
sponsor, without necessarily supporting any specific potential supplier. Funding assistance in such
programs generally luns directly to the foreign sponsor, who then selects the firm to execute. ()ther
programs are designed to provide a"-,,istance directly to the applicant CS business entity to assist vvith
the costs of prqject development or project feasibility analysis. Explanations of the program mandate
and Olientation appear for each program.

The following institution." are listed in this Section:

2.1 CS Agency for International Development (USAID)
Private Sector Energy Development Program (PSED)

2.2 USAID Bureau for Private Enterprise (PRE)

2.:3 USAID Private Biomass Energy Systems and Technology (BEST) Prqject

2.4 U.S. Trade & Development Agency (TDA)

2.5 Export-Import Bank of the U.S. (ExIm Bank) Engineering
Multiplier Program

2.6 Department of Energy (DOE)

2.7 International Fund for Renewable Energy and Efficiency (IFREE)

2.8 United Nations Technology Transfer Programs

2.H Asian Development Bank (ADB)

2.10 .Japan Industrial Cooperation Agency (.IleA)
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2.1 United States Agency for International Development (USAID): Private
Sector Energy Development Program (PSED)

General Descrir I Mandate:

USAIC. ,mponent of the International Development Cooperation Agency. AID's role is to
carry out t" b: ~Tal development a5sistance in the form of grants, loans, technical a.,.,sistance" and
distribution of the Public Law 480 food program. USAID operates missions in over 80 countries. It is
the "mother" institution of several of the as.....istance programs in this summary, including the Private
Sector Energy Developrnent (PSED) Program describe in this sectidn.

Principal Activities:

To ~L~5ist thf' plivate sector in developing solutions to the energy!power shortage problems of
USAID a....sisted count 1'ies. PSED operates in the following areas:

1) Policy Heform and Institutional Development

• Conference and \Vorkshops on Private Power Development."} and Opportunities in
Dt'veloping Countries

• Study Tours to the U.S.

• Technical Assistance and Training to Developing Countries

2) Private PmNer/Energy Project Development Assistance

• Cost -sharing Feasibility Study Fund for Private Companies

• Technical As.....,istance to Prqject Sponsors and Utilities

• Private Po\ver Database

• Assistance \vith Prqject Financing Programs

:}) Program Coordination

• Consultation "'lith Private-Public Interest Groups

• Multilateral Development Bank and Donor Coopf'ration
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Resources / Types of Assistance:

PSED was created in 1989 and authOIized for five years. It has a target of $1.5 million per year
for feasibility study funding assistance. Study Funds can be made available for up to .50~t of the cost
of pre-feasibility studies, feasibility studies or other project development activities. No limit is
established, but because of overall program funding, PSED would like to limit its participation to
approximately US $200,000 per prQject.

Criteria for Assistance:

In order to qualify for funding the following criteria must be met:

• Project must be a private energy/power project with equity investment in a developing
COlmtry

• Applkant must share at least 50% of study cost

• Project must meet World Bank enviromnent standards

• Applicant must be 51 % U.S. owned

Application Procedure:

Application forms for the Feasibility Study Fund can be obtained by contacting the PSED Office
or Ie-cal AID Mission. For Technical Assistance and other PSED activities the office should be contacted
directly or the local ~&.. Tn Mission.

Energy Experience:

PSED was established specifically to assist in the developme~t of private power/energy
developments. To date, it ha.', sponsored corJerences in Indonesia, Costa Rica, \Vashington D.C.,
Jamaica, the Philippines, Colombia, and India and given talks to represenhtives from many more
countries. PSED ha., awarded fea"ibility cost sharing grants to companies to assess private power
projects. Technical assistance has been provided to governments, utilities, the \Vorld Bank, and private
power developers.
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Contact:

Mr. Mark I. Croke
Deputy Director
Private Sector Energy Development Program
1601 North Kent Street, Suite 1102
Arlington, Virginia 22209

Telephone: (70:3) 524-4400
Facsimile: (703) 524-:3164
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2.2USAID Bureau for Private Enterprise (PRE)

.Office of Capital Projects and Engineering (PRE/C~

General Description / Mandate:

PRE was established within USAID to support and promote private sector activities in USAID
assisted countries. The Office of Capital Projects and Engineering (PRE/CAP) was established in 1991
as the focal point of the Partnership for Business and Development Initiative. TheOfficewa.,; charged
with consolidatin5 engineering expertise, resources, and management of the Agency's capital prqject
portfolio, which previously had been diffused throughout the five regional bureaus.

Principal Activities:

PRE/CAP provides direct project assistance for Agency efforts on a worldwide bao;;is.

The office is a central source of expertise, information, policy guidance, and oversight of qU
engineering matters. The Office serves as the principal point of contact and the cooperative pcntner
between the Agency and members of the private sector, other agencies and donors, on issues concerning
capital prqjects, infrastructure, and engineering.

Central to PRE/CAPs mission is its effort to provide the leadership and critical support for the
Agency's effort to promote local private sector while also contributing to U.S. trade and business
opportunities through developmentally sound capital projects.

As part of this effort, PRE/CAP provides field assistance in developing scopes of work for
technical services and/or evaluation of on-going projects and project designs.

Resources / Types of Assistance:

Devise and implement new methods and sources of financing:

-Capital Projects Fund - A $100 million Capital Projects Fund has been planned; it is intended to
leverag2 other resources for capital development projects.

-Support Build-Own-Operate (BOO), Build-Own-Transfer (BOT), and similar private sector
financing schemes.

-Credit / Guarantees authority is being sought to support future activities.

Energy Experience:

Office of Capital Projects and Engineering has extensive experience in energy projects and
provides a full range of engineeringand program development services to missions on a world \vide basis.
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Contact:

Mr. Fred Zobrist, Director
Office of Capital Projects and Engineering
USAID PRE/CAP
Room 550, SA-2
Washington, D.C. 20523-0223

PRE/CAP
U.S Agency for International De\'elopment, Room 550
515 22nd Street, N.W.
Washington, DC

Telephone: (202) 663-2189
Facsimile: (202) 663-2149
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2.3 USAID Private Biomass Energy Systems ,and Thchnology (BEST) ProjE~t

General Description / Mandate:

The Biomass Energy Systems and Technology project operated by \Vinrock Intelnational {(Jf the
USAID Office ofEnergy and Infrastn~cture,is designed to identify and reduce the technical, commercial,
and institutional risks associated with implementing modern biomass energy projects In developing
countries. The major emphasis of the program is on supporting site-specific projects in partnership with
U.S. and developing country private companies.

Prinf'ipal Activities:

To assist the private sector in developing and implementing commercially viable biomass energ~l

projects, the BEST project works to identify promising prQject opportunities and solve key technical
problems associated with the transfer of biomass energy technologies to developing country settings.
BEST activities fall under two main program components:

1) Project Development and Implementation

• Industry resource assessments and commercial biomass fuel surveys

• Analyses of off-seaso~ fuel possibilities for on-grid systems

• Country-specific pricing studies for cogencr~tion

• Cost-shared prefeasibility and feasibility studies

2) Technology Adaptation and Transfer

• Applied research on off-season fuels, advanced conversion technologies, carbon sequestra
tion, and utility planning for distributed renewable energs systems

Resources / Types of Assistance:

The BEST project offers cost-sharing assistance to private developers for feasibility and
prefeasibility studies of project using commercially-proven biomass energy technologies. BEST may
provide up to 50% of eligible study costs as an interest-free reimbursable grant to the project developer

l

to be repaid if the project reaches financial closure. TIlere~, no distinct budget for thir cost-sharing
program; funds are allocated as available.

Criteria for Assistance:

Candidate projects for prefeasibility and feasibility study support must meet the follo\ving
thteshold criteria:
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1) TIv-' pr(}pOSE~ project must be a privately owned or operated biomass energy prqject in a USAID
as~.>isted cOlmtry.

2) The project must be initiated by either a U.S. company Dr a ho~t country company. If initiated
by a U.S. company, the project ll1ust include a local company as a principal collaborator.

;3) The project proposers must demonstrate a financial capability to carry the project forvvard if the
study results are positive.

For prefeasibility studies, pl"Oject site(s) and participants must be identified. For feasibility
studies, a prefeasibility study ordetailed project concept must demonstrate the existence ofan attractive
project opportunity.

Application Procedure:

Interested parties ShOllld contact Winrock and express their interest in cost sharing a study.
Winrock will advise on project eligibility and funding availability and provide a list of infonnation
required for a proposal.

Bnergy Experience:

To date, BEST has awarded grants to project developers to cost-share feasibility and prefeasibl1ity
studies for projects in Costa Rica, the Dominican Republic, India, Jamaica, Pakistan, and the Philippines.
In Asia speci;ically, BEST has worked extensively with the sugar industries of Thailand, Indonesia, and
India to identify cogeneration project opportunities and off-season fuels.

Contact:

Renewable Energy and the EnvinJllment Program
\Vinrock International
Ih11 North Kent Street, Suite 600
Arlington, VA 22209, USA

Telephone: (703) 525-94;30
Facsimile: (703) 243-1175
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2.4 U.S. Trade a..nd Development A{tency (TDA)

G·eneral Description / Mandate:

TDA is an independent agency of the US Government. TDA's purpose i" to increa."e US trade
by financing the planning of projects in developing countries. A major pUl1)ose of TDA funding is
help US engineering/planning firms secure the initial stages of a major project development effort, Sf)

that U.S. technology, equipment and services will be utilized ill the ultimate project execution in order
to win major contracts overseas. Priority projects include energy, infra."tructure, telecommunications,
and natural resource development.

Principal Activities:

TDA supports feasibility studies for proposed public-sector project') in developing countries which
involve significant developmental progress for the host country and significant opportunity for U.S.
suppliers. The purpose of the support from TDA is to enable the host government to determine the
technical and economic viability of a project with the application of U.S. technology

The majority ofTDA's support goes to public sector projects announced by the host government.
Feasibility study contracts are awarded to US companies who submit bid" in respon."'e to these
solicitations; the host countl)T chooses the winning firm.

Resources / Types of Assistance:

TDA will fund 1009<; of a feasibility study for a public sector project supported by a host
government. The host government selects, through a competitive process, the US firm which will carry
out the study. The feasibility study funds are granted by TDA to the host government which selects
the US company to complete the study. Grants range in size from $30,000 up to $2 million. '"These grants
could be used to respond to a public sector offer for a Bar power project.

For private sector projects being developed by a US company which will be a significant investor
in the project, funding assistance may be available on a cost-share basis. The investor is required to
finance the cost of the feasibility study, but TDA will reimburse the investor for up to 50 once the
study is complete. Financing for project implementation must be viable before TDA will comrnit to
provide assistance.

Criteria for Assistance:

Support of a host government is required for a firm to submit a bid to conduct a feasibility study.
Any US firm can submit a proposal to carry out a feasibility study. The selection process is made by
the host government ba"ed on technical evaluations.
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Any US company can submit a fea-;ibility study proposal for a private sector prqject to TDA.
Proposals will be evaluated on the ba-,is of eonfinnation of support of host country goverrunent,
of priority placed on the prqjeet by the host government, evaluation of technical and financial fac"ors,
level and nature of competition for the project, level of expertise of the proposing firm, budgetary
constraints, level of equity proposed b:y the US company and other such practical factors.

Application Procedure:

There is no fonnal application form. TDA should be contacted directly for a.";Sistance in
developing proposals. For competitive bidding on proposed fea"ibility studies, announcements are
placed in the CommerCe Business Daily (eBD), which generally specify the proposed scope of work for
a designated project and country study, along with a target budget. In.stluctions for bid responses are
given in the eBD notice. Generally, :30-45 days are allowed. for bid responses.

Energy Experience:

TDA ha'i supported numerous public sector power pr<~iectfea-,ibility studies, ranging in sizle from
US $4(),OOO to $900,000. It ha"i also provided some support lor private power project feasibility studies
where the likelihood of C.S. equipment or services sales would be considerably enhanced by their
providing of a..",,,istance.

Contact:

Mailing Address:

u.s. Trade and Development Agency
Room :309, SA-16
US Department of State
\Va"ihington, D.C. 2052:3-1602

Telephone: (70:3) 875-4:357
Facsimile: (70;1) 875-4009

Street Address:

Trade Development Agency
1621 N. Kent Street
Suite :309
Rosslyn, VA 22209
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2.5 Export-Import Bank of the U.S. (ExIm Bank) El gineering
Multiplier Program

General Description / Mandate:

The Engineering l\lultiplier Program (EMP) aims to expand the sales of prqject-related feasibility
studies and pre-con<.;truction engineering services in order to increa"e the potential for U.S. exp<Jrts.

Principal Activities:

El\lP will finance engineering services by offering fixed rate loans and guarantees to foreign
bu~vers. The program is designed to generate additional oversea" sales of U.S. goods and services (the
"multiplier effect"). AU projects must have the potential of generating subsequent C.S. export orders.

Resources / Types of Assistance:

Exlm Bank will offer the following services to eligihle participants:

• Extend a direct loan or intermediary loan and/or guarantee if desired for up to 8:) of the
U.S. export value of the engineering sef'·ices. The buyer must make a minimum of a 15
cash paympnt to the U.S. company.

• Guarantee commercial financing for approved prqject-related local costs in the h()st countr)'
for up to 15",\ of the C.S. contract.

• Exlm Bank may extend a loan and or guarantee for the capital costs of the prqject itself, if
the prqject goes fonvard with C .S. goods and serv'ices.

Criteria for Assistance:

EMP supports only sales of prqject-related fea5ihility- studies and pre-construction design anei
engineeling services. All services must be related to a prqject for "vhich substantial additional U.S.
exports will be needed once cOIl.5truction begins.

EMP will finance fea5ibility studies and engim.'eling services with C.S. export value of upto :tilel
million. The serv'ices must involve prqjects which have tht' potential of generating subsequent IT .S.
export orders valued at $10 million or 10 times the value of the EMP loan, whichever is greater.
Transaction..., that cannot meet the eligibility requirements of the progTam may be eligible- for suppcll1
under Exlm Bank's other loan and !:,'llarantee programs.

TIlE' buyer must have the ahiht:v to finance all stages of tilt' pn~j('C'tand must he in a count ry f~ligibl('

for ExIm Bank financing cLssista.ncE'.

If the pn~je('t goes fOI'\vanL Exlm Bank will f'onsider an application for financing the C .S. costs
of the pn~jed.
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Application Procedure.

CClIltact Exlrn Bank's engineering division for appnJpriate procedure.

Contact:

Export-Import Bank of the United States
Engineering Multiplier Program
811 Vennont Avenue, N.\V., Room 1167
Wa"hington, D.C. 20571

Telephone: (202) 5G()-8802
Facsimile: (202) 56()-7524

Requests for c'ountry specific infmmation should he directed to the foll()\\!ing bureau:

Africa and lVliddle East
Asia
Europe and Canada
Latin America

(202) 566-8011
(202) 56G-8885
(202) 566-881:3
(.)().)) ~"'·(;.-804Q~ ~ <,.lOu l.} .J

14



2.6 Department of Energy (DOE)

General Description / l\landate:

TI1e Depaltment of EnergJl (DUE) intends to establi",h a fea.sibility and planning study financing
program, to be created through a formal cooperation and sharing of resources with USAID and 'fDA to
SUppfH1 commercial development of international energy trade opportunities for U.S. industry and
environmentally sound economic development worldwide. The program is called: "tJ.S. F(:.~deral

International Energy Trade and Development Opportunities Program". The principal focus of the DOE
support will be: international advanced coal technology projects.

Principal Activities:

The cooperative program will undertake the following activities:

.. Issue (If joint announcement of program and interest in receipt of proposals for study and,
or development of international energy trade and development opportunities (notice to be
published in Federal Register and Commerce Business Daily)

.. Joint participating agency review of proposals received with advice and recommendations
of consulting agencies (State and Commerce Departments).

.. Participation in funding support for proposals selected by the participating agencies, \vhether
undertaken individually, orjointly, and in any combination thereof, and including cost sharing
arrangements \vith the sponsor.

• Participation in nonfinancial support for proposals selected by the participating agencies,
either individually, or jointly, and in any combination thereof.

ResourceslTypes of Assistance:

DOE will co-fund on a 50;50 ba.sis, selected feasibility studies chosen from unsolicited proposals
on qualifying prc~jects. No IY'dget numbers have been released as to total resources committed to this
program by DOE, nor the amount of individual study co-funding that will be considered.

Criteria for Assistance:

Study assistance will be considered when the subject project:

• Involves advanced coal technology exports.

• Is acceptable to the host country and demonstrates in-country presence of proposer.

.. Ha5 a high probability of achieving a meritorious program objective, as determine by DOE,
based on DOE's evaluation of the facilities or techniques proposed for use and the qualifications
of the study personnel.
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Furthennore, no study will be funded more than ?)O'\. by DOE, so evidence of proposer's eapaeity
and intent to fund at least 50'};, of the proposed study's cost, is required.

Application Procedure:

An original and one copy of the study proposed must be forwarded to DOE and must deaR fully
with all relevant technical, economic, political an;l financial factors bearing upon the proposed study
and the ot~~2'ct project, including level of potential U.S. exports. (_~ontentsof each proposal must include!
at minimum:

A description of the applicant:

• Company name and address
• Identity of o\vnership
• Nature of applicant's normal course of business
• Annual volume of total domestic andintemational sales
• A description of applicant's experience with the product
• A summary of applicant's experience in U.S. export trade
• A summary of applicant's experience in exports to the host country

A description of the proposed study

• Scope of study
• Cost including applicant and Agency shares
• Schedule, indicating dates for comm.encement and completion

A description of the potential export project

• Financial information
• Capital requirement,,,
• Proposed debt and equity structure
• Source of equity financing
• Identification of sources of debt financing
• Content of project equipment and services manufactured or produced in the U.S. or provided

by U.S. firms
• Evidence of host country (government and private) interest in potential project
• Identification of the product or service, together with a statement of its current cornmercial

availability, or, if technology, the current status of its development
• A description of the Export Plan the applicant proposes to develop as part of the proposed

study

Following initial review! the submission of additional infom1ation may be required as deemed
necessary by the Agencies for the making of an informed decision concerning the Agencies.
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Contact:

Program Manager
Coal and Technology Exports
Office of Planning and Environment
Office of Fossil Energy
Department of Energy
Washington, D.C. 20585

Telephone: (202) 586-7297
Facsimile: (202) 586-1188
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2.7 International Fund for Renewable Energy and Efficiency (FREE)

General DescriptionlMandate

The International Fund for Renewable Energy and Efficiency (IFREE) isa pre-investment finance
facility funded by the U.S. Agency for International Developmenes Office of Energy & Infra'3tructure
(USAID), U.S. Department of Energy (DOE), U.S. Environmental Protection Agency (EPA), and the
Rockefeller Foundation.

Prhlcipal Activities:

One of IFREE's primary programs l"'i the Pre-fea'3ibility Study Program. This program is designed
to facilitate the funding of environmentally sound energy technologies to meet the energy and
development needs of countries in the developing world. The subject technologies include bioma.5s,
efficiency, geothermal, micro-hydropower, natural ga'3, solar photovoltaic, solar thermal, and wind
energy.

Resourcesrrypes of Assistance:

In its Pn.'-f(,~L"ihilityStudy Program, IFREE makes conditional grants for a maximum of one-half
t he cost of pn~ject pn··fea.5ibiiity studies. If the project is itself financed and implemented, the IFREE
support will be treated a..., a loan or investment, a<.; appropriate. If however, the project is not
consununated. the IFREE funding will be treated a"'i a grant.

Criteria for Assistance:

To he eligible for pre-fea<.;ihility funding, a prqject fill"t b8 commercial, funding for full fea"ibility
study must be identified, a capable in-country participant must exist, the project must be replicable, and
it must use predominantly U.S. equipment, materials, and services.

Application Procedure:

Application forms for pre-feasibility funding can be obtained by contacting IFREE in \Vashington,
D.C.

Energy Experience:

IFREE has pn)vided financing for four pre-feasibility studies in its first round of funding for
prqjects concerning: rural electrification in Indonesia; retrofit, operate, and
transfer of a geothermal power plant in EI Salvador; providing photovoltaic-p(Hvered battery chargers
for electric po\vered vehides in Hungary; and developing both in-mine and virgin coalbed methane
resources in Ukraine.
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Contact:

International Fund for Renewable Energy and Efficiency
777 N. Capitol Street, N.E.
Suite 805
\Vashington, D.C. 20()()2

Telephone: (202)9f52-;3:39:3
Facsimile: (202)9G2-3:39G
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2.8 United Nations Technology Transfer Program (UNDP, UNIDO)

General Description / Mandate:

The UNI)P program to foster technology transfer to developing countries indudes occasional
funding for fea..<.;ibility activities for certain key industrial sectors in developing countries. 111e initiation
of tht' request for funding ffilL"t be from the appropriate host government entity, and funding deci'iions
are ba.-;ed upon thorough evaluation by UNDP staff.

Principal Activities:

Increa.."ingly thE' activity ha'- moved into industrial sectors, away from the original focus on basic
agriculture. RenE'wable energies and power generation from indigenolL'i fuels are areas of interest that
could receive funding support.

Resources / Types of Assistance:

There is no fixed amount of funding set aside for this type of activity, nor even a set formal
procedure for reviewing and approving funds, but feasibility study and technical evaluations can be
funded upon receipt of well-conceived requests from 10C'11 govermnents.

Criteria for Assistance:

Applicants must be country Ill.embers of the U.N. The prqject must have an environmentally
ben~fieial impact as well as result in positive economic benefit to the country.

Application Procedure:

As indicated, a thorough prqject description, with fully-detailed scope of work and expected
economic benefits analysis, must be submitted by the requesting host country govenmlent. Review of
the project concept will be undertaken by UN staff prior to funding allocation. The entire process would
typically take one year.

Contact:

Mr. Edward C. Mattes..1r.
Manager, Division for Private Sector
UNDP-UNISTAR
One U.N. Plaza (TM-908)

New York, NY 10017
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2.9 Asian Development Bank (ADB)

General Description / Mandate:

Asian Development Bank (ADB) is one of the major multilateral development banks, with a
mandate to provide developmental financing to its member nation..", for economic development. It is
headquartered in Manila, with representative offices throughout Asia.

Principal Activities:

ADB has been a major lender for infrastructure and agricultural development to its Asian
members since its inception. With the recent wave of privatization of industry throughout the region,
ADB's relatively small private sector investment aml has had its functions absorbed and adopted across
a broader spectrum of activity by the Bank as a whole. Historically, ADB's lending has been at the
government level. Now that there is a private sector mandate for the Bank a" a whole, there should
be even more focus on private power.

Resources / Types of Assistance:

ADB is a major funder of technical assistance in the region, generally for industrial development
or major infrastnlcture planning, which can include feasibility studies for specific projects in an overall
development plan, including power generation and transmi<;sion. Its technical assistance funding would
run to the host government, and the entire program and scope of work would be developed between
ADB and that recipient government. Generally, its technical assistance projects are publicL~ed to
international firms with particular expertise in the field of the technical assistance or the particular study
(firms may pre-qualify by filing their experience and capabilities with ADB in advance), and interested
firms must submit bids for evaluation under an international competitive award process. There is no
program whereby a particular private sector firm would be able to initiate a funding request on behalf
of itself.

Criteria for Assistance:

As indicated, the technical assistance funding from ADB is directed to a member country
according to a process of mutual interaction between ADB and that country's officials, in a process of
cooperative identification of priority areas for a.-o;;sistance.
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Contact:

For more information on the ability to pre-qualify for consideration in ADB technical a'3sistance
programs, contact:

U.S. Executive Director
Asian Development Bank
6 ADB A venue, Mandaluyong
Metro Manila,
Philippines

Telephone: (632) 711-3851
Facsimile: (63 2) 632-6816
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2.10 Japan Internatioilal Cooperation ....t\gency (JICA)

General Description I Mandate:

,JICA is an official agency of the Japanese government that spon<:;ors and conducts surveys
studies for f'ublic prQjects in developing countries, primarily for infra'3tructure development in Asia.
,JICA officials generally deal directly with the relevant officials in the host country to select ptiOlrlty
developmental programs that will then be the focus of an economic: and technical analysis carded
by experts under the direction and control of .IleA.

Principal Activities:

The types of studies that .IICA conducts include mas~er planning and integrated development
studies for industrial sectors or geographic regions, feasibility studies for specific prqjects~ resources
surveys (for basis of long-range economic development plan for a territory), ground water surveys, and
topographical and oceanographic surveys. All of these types of studies are intended to be basic reference
materials for the relevant planning authorities in the host country, and they a~e also intended to identify
specific areas of opportunity for technical and financial cooperation betvveen the host country
,Japan.

Criteria for Assistance:

There is increasing discussion by .IICA of including U.S. experts in the study teams fe[ various
efforts backed uy JICA. The goal, according to the official statements, is to make a majority of the funds
available for studies open for U.S. and other non-Japanese firms to participate in technical and economic
studies.

Application Procedure:

There is a JICA representative office now in Washington, D.C. Questions about utilization of and
access to JICA feasibility study programs should be undertaken with that office on a case-by-case ba"is,
as no fixed procedure yet exists for the inclusion of U.S. firms in JICA programs.

Contact:

Japan International Cooperation Agency
900 19th Street N.W., Suite 350
Washington, D.C. 20006

Telephone: (202) 457-0412
Facsimile: (202) 457-0415

23



3.0 PRO,JECf FI1\t\r~CINGSOURCESIINSTITUTIONS

The institutions described in this Section include the principal sources of financing or guarantees
for the actual prqject realization, not the feasibility or development studies leading up to the project.
The orientation of this report, is toward a U.S. developer, contractor or supplier that is bidding Oil or
pursuing on a negotiated basis a power pfl>ject in Asia. Consequently, the export credit agencies of other
developed countlies, are ~ummarizedi~. decticn ;3.1, but are not dealt with in detail here. Rather, those
US Govc-rnment and multilateral institutions are listed that would be most amenable to approaches from
a U.S. firm and most able to help that finn with financing suitable to that firm's project development
plan.

Furthermore, the commercial banks that have been or might well be active in the region for BOT
type transactions have not been specifically listed, as lending policies at many major international
commercial banks change regularly, and there is no assurance that banks that have been active will
continue to be, nor that banks that have not been aggressive in the past would be uninterested if there
"vere a proposed transaction from a customer or in a particular territory that suited their strategic
interests.

The followmg organizations are included in this section:

:3.1 Export Credit Agencies: Program Description

:3.2 Export-Import Bank of the U.S. (ExIm Bank) Programs

:3.'3 Exlm Bank/ Japan Exlm Bank Cofinancing Arrangement

:3.4 Private Export Funding Corporation (PEFCO)

~3.5 Asian Dev~lopmentBank (ADB)

:3.6 International Finance Corporation (IFC)

:3.7 The World Bank (International Bank for
Reconstruction & Development)

3.8 Overseas Private Investment Corporation CaPle)

3.9 USAID, Bureau for Private Enterprise, Office of Investment (PRE/I): Private Sector
Investment Program

=3.10 The World Bank ECO

3.11 GlobrJ Environment Facility (GEF)

3.12 Environment Enterprises Investment Fund
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;3.1~3 Overseal;) Private Investment Corporation COPIC) Special Funds
(Asia, Environment)

:3.14 Commonwealth Development Corporation (CDC)

:3.15 Non-OECD Export Credit Agencies

:3.16 Small Business Administration (SBA) Export Finance
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3.1 Export Credit Agencies: Program Description

Officially supported export credits can be used to finance the export. of capital goods, consulting
and planning and projects, a', well a" to finance export-type leasing. To a\loid competing on credit terms,
in the facilitation of export trade from their respective countries, OECD-member governments
(Organization for Economic Cooperation and Development) have agreed on terms of ()ffieially
Supported Export Credit Credits (commonly referred to as the "consensus") \vhich define the maximum
credit amount and repayment period, the minimum rate of interest and the ~tarting point of the
repayment for all officially suppOlted export credits. Recipient or buyer countries are cl::1.,,,ified into
three categories, based on their per capita GNP. The credit tenns are then determined according to the
buyer countries category - the poorer the country, the eac.;it~r the terms of financing.

Advantages of OECD EXlJort Credits:

• TIle maximum cost and availability of financing are known in advance, therefore reducing
the lisks involved with financing abroad.

• An export financing officer on OECD terms is given for six months at a time. TIle offer
confirms the principle terms of the credit: the maximum interest rate and repayment ternl.

• 111(' interest rate is fi.xed throughout the repayment period.

The follo\\"ing summary provides a basic outline off the terms and conditions which are available
from the EXpOl1 Credit programs established by OEeD member countries.

BORROWEH:Exporter, buyer or buyer's bank. There i" no restriction as to who files the application,
ho\vever, those eligible for the credit do vary. In many European countries, the actual financing is paid
to tlw manufacturer who uses the export credit to finance the sale. In the US, on the other hand, the
borrower cannot be the manufacturer. The borrower must be a foreign buyer \vith no ties to an
American corporation. Recently, the agencies have put policies in place stating that they 'will accept
true pn~ject lending. However, most agencies have yet to close a deal ba...,ed on "project" lending (non
recourSE' except to prqject's revenue stream).

CREDIT APPLICATION: Application for credit can be made before the terms of the contract have
been agreed with the foreign buyer.

CASH PAY:YIEl\T: At lea.-.;t IS"" of the export contract value. to be paid at the time ()f delivery.

AMOCNT ()F ('HEIHT: l-p to 85 of the expol1 contract value.

Best Available Copy
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CHEDIT CCI{RENCY:

DISBURSEMENT:

REPAYMEl\T:

Il\iEREST RATE:

COMMITMENT FEE:

ARRANGEMENT FEE:

SECURITY:

INSURANCE:

Any of the mqjor convertible currencies. Each of the agencies prE-fer to lend
in their home currency. The European agencie~,hm,vever, are fairly flexible
about lending in other currencies (tyvicall.y of the other European nations.)
Repayment is in the credit currency.

On delivery. Pre-delivery credits may be extended in some circumstances
to meet some accrued costs. Progress payments on very large capital goods
can be received for up to 70;~;) of the costs drawn before delivery of the
good,if the capital good "could not be readily marketed else\vhere". This
language is ambiguous enough to allow most of the lal"gest prqject expendi
tures to enjoy pre-delivery credit.

In equal, semi--annual plincipal installments, the first installment six months
after final delivery.

TIle interest rate of post delivery credits is fixed and depends on the bUyf'l'
country, the repayment term and the credit currency. Pre-delivery credits
have a floating market rate of interest. \Vhile there are officially set interest
rates, recently the trend is to set the rate at a market-detennined rate,
utilizing a commercial Interest Reference Rate (CIRR).

O.25'Yl on the undrawn balance of the credit from the date the contract is
signed.

O.125~\;) on buyer credits. (Out-of-pocket and legal expense are additifmal.)

Credit is extended against adequate collateraL The preferred seCtuity is the
borro\'Iling country's central bank guarantee (if a project i.., being built in
Thailand, the borrowingcountry would be Thailand). Most expol1 financing..,
into Category II and Category III countries are structured this way, as the
large infrastructure prqjects were state-owned. TIle second choice of the
agencies is a guarantee from any major international bank. Larger
international borrowers may receive credit based on the secllrity of their
balance sheet.

All export credit agencies require political risk insurance. The insurance
covers the goods against political risk from appropriation, war and insurree
tion. The cost of the insurance is included in tile exp0l1 credit financing
package, and insures the goods for the full amount of the credit (85 of the
purchase) for the length of the loan (up to ten years.)

27



3.2 Export-Import Bank of U.S. (ExIm Bank) Programs

General Description / Mandate:

Exlm Bank is an independent US government agency that facilitates financing eXlxHl sales of
US goods and services. It is the official export credit agency of the U.S. It supplements and encourages,
and does not compete with, commercial financing. By neutralizing the effect of ex.1>0rt credit subsidies
from other governments and by absorbing risks that the private sector will not accept, Exlm Bank
enables CS exporters to compete internationally on the ba'iis of product quality, service, and price.

Principal Activities:

Exlm Bank offers both direct loans and guarantees of loans made by commercial banks, up to
85'\, of the total export value from U.S. suppliers. Direct loans are extended to the foreign buyer, not
to the C.S. exporter. Loan guarantees are provided to banks financing the export sales of a U.S. supplier.
In all C~L"es, Exlm Bank requires a "reasonable a<:;surance of repayment", which very often takes the
form of a guarantee from a minister of finance, in the case of a public sector project, or a first-class
international bank, in the case of private sector buyers.

Resources / Types of Assistance:

Loans:

For lich and intermediate countries as defined in the arrangement Exlm Bank\villiend at the
cfHnnu.)rcial inten:.st reference rate (CIRR). For poor countlies ExIm Bank will lend at the knver of the
CIRH or the OECD rate. The OECD rate is established every 6 months and was 8.1 ;!(; at end-1992. The
CIRH changes monthly and is based on a spread over Trea.sury rates.

ExIm Bank provides competitive fLxed rate financing on a direct loan basis to foreign buyers or
on an intermediary loan basis to banks on-lending to the foreign buyer. Interest rate is determined under
the (JECD Arrangement on Export Credits ("Arrangement"), which categorizes the recipient countPj
by wealth and fi-xes an interest rate accordingly, to which all OECD export credit agencies are to adhere.

Term.,; of loans depend upon the size of the transaction and the nature of the export. For capital
goods exports up to $10.0 million, a medium term loan of up to 7 years may be made. For larger
transactions, terms up to 10 years are made. Under a particular transaction, term is measured from the
completion of the final shipment ofpxport goods or completion of a project.

Transaction fees are also part of the cost of the loan and an exposure fee is based on the risk profile
of the host country. the type of borrower or guarantor and the repayment term. A commitment fee
of 12 is charged on a loan option; a 1/8% commitment fee is charged on a guarantee option.
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Guarantees:

Exlm Bank guarantees run to commercial banks which are the lenders to overseas companies,
and the basis of the tran"action is virtually identical to that of the direct loan program. The impact upon
the U.S. exporter and the foreign buyer are virtually indistinguishable from a direct loan transaction.

Criteria for Assistance:

Application to Exlm Bank may be initiated by any interested party to a specific export.
transaction: the manufacturer, the exporter, the intermediary lender, the foreign buyer, the buyer's
guarantor. Loans are available to support sales of U.S. capital goods, agricultural commodities, raw
materials, or other goods and services restricted to short term financing. Military goods and services
are not eligible.

If a US export item contains foreign-made components incorporated in the US, Exlm Bank will
finance up to lOO'hl of the US content provided the total amount financed does not exceed 85;!() of the
total contract price and the total US content is not less than 50%.

Application Procedure:

Application forms for the loans program can be obtained by contacting the Exlm Bank Office of
Public Affairs. The form is a simple 2-sided sheet reqnesting only the most basic outline of the transaction
and the parties involved, along with the anticipated U.S. content. A $100 processing fee must
accompany the form. All the form does, however, is to "open a file" for the proposed transaction, as
satisfactory evidence of the exporter's capability to handle the transaction and the buyer's ability to
repay any loan or guarantee, must be thoroughly establi.,hed before the request may be taken for
approval.

There are two stages of the approval process, Preliminary Commitment and Final Commitrnent.
A Preliminary c{ '.,mitment (PC) is actually an indicativE' loan or guarantee offer and is often USE'd when
the project is in an early stage of negotiation, and US eX'}lorters need to include a financing package a,,,;
part of their marketing efforts. The PC outlines the amount, terms, and condition of financial assistant(>
ExIm Bank is prepared to offer the foreign purcha."lers. The offer is normally good for 180 days and may
be renewed for an additional ISO-day period as long a..., the transaction is still being actively pursued.

Once the buyer commits to purchase the US goods, the buyer must apply to the ExIm Bank to
convert the PC to a Final Commitment. It will be required to submit sufficient information to appraise
the financial, technical, and economic conditions of the project. The borrower (foreign buyer of goods)
must apply for the Final Commitment for the loan.

Energy Experience:

Exlm Bank loans and guarantees have often been used to support the export of power plant
equipment for public sector prqjects. Exlm Bank has instituted an approach in favor of "prqject
financing" for private sector transactions where the revenue stream of the prqject (the povver sales
taliff) is the source of repayment rather than some financial guarantor.
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Contact:

Credit Information Section
Export Import Bank of the US
811 Vennont Avenue, N.W.
\Vashington, D.C. 20571

Telephone: (202) 566-4690
Facsimile: (202) 566-7524
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3.3 ExIm Bank / Japan ExIm Bank Coimancing Arrangement

General Description / Mandate:

An arrangement exits between ExIm Bank and .]apan ExIm ( .JEXIM), Export Insurance
Department (EID) of MITI and the .Japan Development Bank whereby joint, rather than competitive,
support is provided in financing offers for major capital prqjects in Asia where there is a eonsmtium
involving both Japanese and U.S. firms teamed together in bidding for a project.

Principal Activities:

The role of this facility is to pennit cooperative cofinancing of major capital projects of priority
interest to the political and economic interests of both .Japan and US, without drawing either or both
governments' financing institutions into a destructive cost-of-capital competition, and to encourage
cooperative efforts between .Japanese and U.S. firms in major capital projects of economic importance
to the region. It is not a stand-alone facility in its own right, but rather a working procedure agreement
bet\\:'een the 2 countries' official export financing institutions. A U.S. firm in the bidding consOltium
must apply to its own country's official export financing agency for its own portion of the supply. By
notifying ExIm Bank of the involvement of a .Japanese company in the bidding team, the U.S. company
\vill activate a cooperative dialogue between Exlm Bank and the counterpart agencies in Japan, for the
development of coordinated and complementary loan offers.

Resources / Types of Assistance:

There are no "e.x1:ra'· funds in this arrangement other than as already exist within the resources
of Exlm Bank and its ,Japanese counterparts. The structure of the assistance for U.S. firms is identical
to that available under Exlm Bank's regular programs, with the notable addition that JEXIM and EID!
l\HTI will provide significant local cost cover for the project as a whole, so that, unlike under Exlm Bank's
normal programs, there can be some financing offer for the local cost components of the U.S. supplier's
scope of work in a part.icular project. JEXIM and EID/MITI can also cover third country costs on an untied
basis.

Criteria for Assistance/Application Procedure:

The application procedure for a U.S. firm is identical to that of the standard Exlm Bank programs.
(See section :3.2).

Energy Experience:

Several electric power projects in Asia have been suppOlted through this cooperative program.
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Contact:

Mr. Terrence Hulihan
Vice President-Asia
Export-Import Bank of the U.S.
HU Vermont Ave., N.\V.
\Va5hington, D.C. :20571

Telephone: (202) 566-8885
Facsimile: (202) 5G6-7524
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3.4 Private Export Funding Corporation (pE:i4CO)

General Description I Mandate:

The Private Export Funding Corporation (PEFCO) wa.<; created by the Bankers Association for Foreign
Trade, in conjunction with the ExIm Bank, to mobilize additional private capital to finance US exports. It is
a private corporation owned by a group of51 banks and 7 industrial corporations. PEFCO makes loans tof()reign
buyers of US goods and services who wish to obtain financing on terms that include US dollars, fixed rates and
long repayment maturities. PEFCO operates exclusively with Exlm Bank guarantees, augmenting the capital
projects, heavy capital equipment, and engineering services.

Principal Activities:

PEFCO makes loans and retain.., them in its own portfolio. It raises the majority of its funds by selling
its own medium-term secured debt obligations to major securities underwriters for distribution to public
markets. The principal and interest of PEFCO's loans is guaranteed directly by ExIrn Bank.

Resources I Types of Assistance:

PEFCO offers direct loans that require long repayment terms and fixed interest rates to buyers of US
exports. TIlese funds are available when buyers cannot obtain the necessary funds from traditional private
sector lenders at the term or fixed rate desired.

Criteria for Assistance:

All PEFCO loans must have an Exlm Bank guarantee. PEFCO has a capital base limited by their ability
to raise money on the private capital market.

Application Procedure:

Applicants should contact PEFCO directly. The application process is similar to that for a commercial
loan.

It is first necessary to obtain an ExIm Bank preliminary commitment for a loan guarantee on a specific
project or sale. Once that is obtained an application can be made for a PEFCO loan, if it requires long repayment
terms and fIxed interest rates. Generally, it must be shown that cornmercialloans are not available for the
full amount required.

After Exlm Bank has issued a preliminary commitment making available its guarantee for all or part
of the financing of an export sale, the lender working on the transaction will usually contact PEFCO on behalf
of the borrower or supplier. They will discuss the portion of the financing the lender chooses not to put in
its own portfolio. In the case where no private lender is involved the supplier or borrower may contact PEFCO
directly.

PEFCO can act a.<; a co-lender with either a commercial bank and/or ExIm Bank or fund the transaction
by itself.
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Pf;FCO charges a fixed market rate of interest on loans. This fixed rate is based upon the
estimated incremental cost of PEFCO funds with maturities similar to that of the loan, plus a spread
for expenses, risk, and return on capital. PEf""'CO can make loans up to 15 years. Most loans are for large
capital prqjects, ranging from US $20-150 million.

Contact:

Mr. Richard Youtz
Private Export Funding Corporation
280 Park Avenue. Suite 4\V
New York NY 10217

Telephone: (212) 557-3100
Facsimile: (212) 687-9351
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3.5 Asian Development Bank (ADB)

General Description I Mandate:

The Asian Development Bank is the multilateral institution that ha"i traditionally focus,ed on
government-level economic development in A'3ia. Its headquarters is in Manila, with representative
offices scattered throughout Asia. It has no full-time representation in the USA.

Principal Activities:

ADB has historically focused on funding assistance at the government level and for public sector
infrastructure development. Its private sector financing arm was merged back into the bank in .July
1992, so that the full resources of ADB can now be applied to projects in the private sector as well as
public sector. Although many of the bank's policies toward large scale private secter prQjects are yet
to be fully developed, this reorganization could make ADB a more significant force in BOT projects
throughout the region.

Resources / Types of Assistance:

In public sector projects, ADB follows strict international competitive bid (ICB) process for all
major project work. Its bidding procedures are readily available upon request to its Manila
headquarters, or from U.S. Department of Commerce Foreign Commercial Service offices throughout
the region. For private sector projects, ADB's history has been only in small projects with indigenous
entrepreneurs, with bank participation not exceeding $5 million. The recent reorganization will
presumably allow substantial resources to be committed to major capital projects in the BOT format,
most probably in a cofinancing type of structure along with other financing sources.

Criteria for Assistance:

Projects must be targeted for countries that are members of the ADB, which includes vi.rtually
all of Asia, other than the Central Asian republics of the former Soviet Union. The project must have
the approval of the principal planning and financial authOlities of the host government, which approval
will be confirmed through ongoing discussion between ADB and government personnel.

Application Procedure:

No application form exists. Dialogue with the appropriate sector (industry and geographic
section) personnel of ADB is the appropriate way to initiate the consideration process of a particular
prqject. As in all cases of lender/investor evaluation, the more complete and thorough the presentation
is in regard to technical feasibility, financial analysis and financing plan, the more quickly ADB can
evaluate.
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Energy Experience:

ADB has had significant involvement in financing of many public sector po\ver generation
prqjects throughout the region. The staff is vvell experienct"d in technical, economic and financiall;"',':'lt-tt::"'l
of power prqjeets. ADB participated in the Hopewell Philippines project and \vas significantl,y involved
in evaluating the Hub River Project in Pakistan.

Contact:

Mr. V. K1'isID1aswamy
Deputy Director, Asian Development Bank
Energy and Industry Department
P.O. Box 789, 1099 Manila, Philippines

TelephonE>: (6:3 2) 6:32-~)31:j

Facsimile: (f)~3 2) 711-:3851
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3.6 Intero...ational Finance Corporation (IFe)

General Description I Mandate:

The IFC is a multilateral development institution established in 1956 to promote "~"UU"'d

investment in the developing \vorld's private sector. IFC, the private sector of the \Vorld Bank (iroup,
invests through loans or equity directly in private ventures without benefit or government gu.arantees.
IFC is always a minority partner and works in collaboration with other dOmE"sHe and foreign
In addition to direct investment, IFC provides advisory services and mobilizes additional financial
resources through its support of capital market formation, technical a')sistance, technical and n .. <~... ,.....·'T

assessments and privatization efforts.

Prindpal Activities:

IFC's principal task is to provide and bring together the financing, technical assistanee
technical kno\v how needed to develop productive investment opportunities in developing countries.
IFC acts to provide confidence to outside investors. IFC is involved in all sectors and invests in prqjects
ranging in size from small up to several hundred million dollars.

IFC ha~ recently reorganized along regional and sectorial lines. \Vithin this structure IFC
specializes in such areas as capital markets, corporate financial services, regional project development
facilities and loan syndication. IFC has now established an Infrastructure Financing Group,l\~vith ;3
separate divisions, Energy, Telecommunications, and Mining. 'fhe staff of these divisions \\Till

responsible forcmy project within their category of interest, regardless of geographic location. IFC
follows many of the overall policies of the World Bank Group, in term,,, of social and development goals.
The projects IFC invests in must be financially sound.

Resources / Types of Assistance:

[Fe has invested over.57 billion in projects with total capitalization of over $:30 billion. In 1992
IFe approved new investments of US $;3.2 billion. Additional capitalization in the past year has expanded
its capabilities substantially.

IFC financing, whether equity or debt, is customizl?d to fit the needs of the sponsor and the
prqJect. IFC will share in project financing up to 25% of project costs, either irt the form of debt, equity
or a combination of both. IFC will conduct its own technical and management evaluatj()n of a pro.iect.
IFC lends at market rates, generally LIBOR plus 1-3~?;L Maturities generally range from 8-12 years,
normally for 10 years but longer periods can be arranged. Loans range in size from U.s. $1 to 50 rnillion
with an average ofaround $10 million. Equity investments are typically smaller with IFC taking no more
than 25% share. No government guarantees are required. IFe vvill also serve as financial advisor
develop other sources of project financing; it charges a fee for such services comparable to commercial
investment banks.
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Criteria for Assistance:

IF'C only finances ventures that have realistic prospects of being profitable and that will benefit
tHe economy of th(~ host country.

\Vhen appropriate, IFC supports joint ventures between private enterprises and government
entities. In any project, local investors should be able to participate, either at the outset or later. IFC
will invest in a venture only when appropriate arrangements exist for the repatriation of its investment
capital and related earnings.

The adequacy of management arrangements on a long-term basis is a ba::ic element of lPC's
appraisal criteria.

Application Procedure:

IFC operates in a pragmatic and businesslike manner. There is no standard form of application
for IFC financing. A company or entrepreneur, foreign or domestic, seeking to establish a new venture
or expand an existing enterprise can approach IFC by requesting a meeting or by submitting preliminary
prqject or corporate information. After these initial contacts and a preliminary revie\>v, IFC \\Till request
a detailed feasibility study or business plan to determine whether or not to appraise the prqject.

Energy Experience:

IFC has been involved in oil and gas operations since the mid 1980's. More recently, it has become
an active player in the private power generatiO.il market in those countries where the legal structure
is conductbg private sector activity. IFC has made an equity investment of U.S. $1 million and a loan
of U.S. $10 million in the Hope\vell China private power prqject. The newly-fanned Infrastructure
Power Group is actively considering and evaluating several new private po\ver project,,; in a dozen
different countlies.

Contact:

Mr. Vijay Chaudhry
Divisional Manager
Department of Investments
Infra'itructure Power Division
International Finance Corporation
1850 I Street, N.W.
Wa.;;hington, D.C. 20433

Telephone: (202) 47:3-0;375
Facsimile: (202) 676-1719
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3.7 The World Bank (International Bank for Reconstruction & Development)

General Description / Mandate:

The World Bank, as the principal developmental lending institution in the world, ha", traditionally
been a lender directly to sovereign governments in the developing world. Its involvement in
infrastructure financing and power generation/transmission financing ha'3 been extensive, but virtually
exclusively on a broad countI)'-wide, government level of participation in each host country. The
projects involving the private s~ctorinvestments have been the domain of IFC. \Vith increasing activity
in the developing world in the privatization of jndustry and services, there is some significant pressure
on the Bank to look to ways to support private sector projects from its own programs in addition to IPC.
There is continuing evolution on this issue.

Principal Activities:

ThE: \Vorld Bank has been active in the financing of both power generation and transmiission·
distribution projects in virtually every country in Asia. Therefore, it is in a relatively unique position
to provide insight and guidance with respect to power project developments in most of the countries.
At the policy level, the \\Torld Bank actively worked with most of the Asian countries that have enacted
laws to permit private investment in their power sectors. The spearheading of the Hub River power
prqject in Pakistan was the effort of a special group within the Bank responsible for support of privatized
power prqject development. By establishing the financing structure for Hub River, the Bank intends
that a "template" has been created that other countries win model in order to tIuly establish private
sector involvement in IX)wer sectors throughout the region.

Resources / Types of Assistance:

From the standpoint of a private developer, the Bank plimarily serves as a resource for insight
a':i to developments within a target country a':i to various priority projects or even policy development
progress. The ECO program, di':icussed separately, could be available for projects in certain countries
that have reached agreement \vith the Bank regarding that facility, and like the other financial resources
of the Bank, the fonnal approach to the Bank for project assistance must be b,Y the host govermnent.

Criteria for Assistance:

As indicated already, funding a.,sistance from the Bank is directed to, or for the benefit of, a
memher country goverrunent.

Application Procedure:

Application occurs in the form an approach to the Bank by' the host go\"enunent authorities.
There is no formal "application -'.
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Energy Experience:

As already indicated, the Bank ha.s probably the most experience of any financing instituth'll
in the world with respect to developing country power prqjects. The Hub River project in Pakistan
represents the latest thinking in utilization of Bank [('sources to support power generation
development.

Recent Notable Involvements:

See Section 5, Hub River Power Pn~ject.

Contact:

Managt~r, Prqject Finance Group
The World Bank
IBI8 H Street. l\.\V.
Room Q512I
\Vashington, D.C. 204:3:~

TelephOllE': (202) 47:3-IG50
Facsimile: (202) 477-021B
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3.8 Overseas Private Investment Corporation (OPIC):

General Description / Mandate:

()PIC is responsible for encouraging US business investment in developing countries. OPIC operates
two key programs to do this: a prqject debt financing program and a political ri"k insurance prograrn.
The project financing program consists of both direct loans and loan guarantees. The political risk
insurance is discussed in section 4. ()PIC is charged \vith investing in manufacturing, agliculture, fishing,
forestry, mining, energy, and services providing exceptional development benefits. OPIC invests in
financially viable prqjects and plays a catalyst and confidence building role. Operating in over 100
countries, OPIC is a key player in US government efforts to support US business oversea".

OPIC is a self-sustaining agency of the US government. It ha<.; received no public funds since its
inception and ha.'" repaid all those to the TreasuIJT. OPIC has recorded a positive net income for every
year of operation, "vith resel-ves currentlj' of US $1.5 billion. OPIC is divided into divisions "vith regional
responsibility.

Principal Activities:

Through direct loans and guarantees. OPIC supports US business investment in developing
countries. OPIC provides support for investment, unlike ExIm Bank which provides support for export
of l'S goods and services. OPIC support provides confidence to both project spon,,,,ors and other investors
to inH:'st in developing countries. Direct loans and guarantees have the same requirements for eligibility
and the same application procedures. The size of loan guarantee resources are considerably larger than
capital available for direct Ioan."'i.

Resources I Types of Assistance:

OPIC's loan and guarantee authorization levels change each year. Recently. the direct loan
authorization \va"'i $2;3 million year wherea5 the loan guarantee authorization \va" $212 million year.
The maximum loan gwu'antee contingent liability is limited to 5750 million. UrIC expects to expand
its capital hase in the future.

Direct loans can range up to Sf; million. but are generally in the range of S1-2 million. Direct loans
are available to small companies only. Loan guarantet'S can be a a"'i large a5 550 million. Guarantees
are available to any CS company regardless of size and can be utilized through any US financial
institution. Repayment periods for both loans and guarantees range from:) to 12 years. Cirace periods
are normally arranged. Both loans and guarantees will only fund up to 50'.';, of prqject costs for tH'\V

prqjects and 75";, for expansions. OPIC guarantees cover 100"" of the losses of principal "mel interest
due to both commercial and politicaltisk.

OPIC loans are made at or slightl~' bela,,\" market rates (generally 1-2'\,). Loan b1l.1arantees are
comparable to other US Government backed guaranteed issues. plus an ()PIC chargE' of 1.7;)-:3 .

41



Consistent with commercial lending practices, commitment, facility and cancellation fees a"i "vell
as o1.1tside fees for cOlInsel and consultants are reimbursable by the project. Proceeds from the loan may
be spent in the US, the host country or other less developed countries for capital goods and services.

In evaluating a project, OPIC looks for a dedicated cash flow of US dollars to service the debt.
Host government guarantees are not accepted by OPIC, 3..'3 it is only to SUppOIt private sector activities,
not foreign government pn~jects.

Criteria for Assistance:

OPICs eligibility criteria are the same whether it makes a direct loan or issues a loan guarantee.
The prqject must be environmentally and financially sound and be spon')ored by an investor having a
proven record of success in a closely related business. Financing is available for both ne\" projects and
expansion of existing businesses. The proposed project must not have a negative effect on the economy
or employment in the CS and be consistent wit 11 the social and economic interests of both the developing
country and the US.

Prqjects can he ()\vned \vholly by US companies or be joint ventures with local companies. The
t'S investor is expected tel own 25 of the equity. At lea"it 51 'Ii, of the voting shares of an overseas
ventun:' should be held by private companies or individuab.

(JPIC loans are reserved for prqjects sponsored by small or minority owned business (currently'
a manufacturing fin11 with revenues less than $142 million or a non-industrial finn with shareholders
equity of less than $48 million). Thi.'" size lirnitation does not include energy or resource development
ventures or prqjects with unusually high developmental impact of promising significant positive net CS
trade effects. Loan guarantees are open to companies of any size.

Application Procedure:

111(' sponsor of a pn~iec:t should pnnicle (JPIC with a husines.''i plan which at a minimum contains
the follmving:

1) Description of sponsors, including financial.

2) De:-;cription of products, markets, ra\v material supply and sales prqjections.

:)) Surnmary financial plan.

4) DE'SCTiption of the contribution the business is expected to make to local economic and
social development.

Energy Experience:

()PIC loan guarantees were committed to help build coal-fired generating units in the l\lid-Ea...<.;t.

Due to the large nature of man,v power prqjects, OPIC may b(' limited in its ability to participate in many
prinne pmver projects. OPIC' is currently analyzing private power pnuects in sevpraljurisdietiolb. They
haVE~ an interest in supporting smaller n:'nE'\vable energy ba"ied power systems.
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Contact~

Finance Department
Overseas Private Investment Corporation
1100 New York Ave., N.vV.
\Vashington, D.C. 20527

Telephone: (202) 3:36-8799
Facsimile: (202) 408-9859

43



3.9 USAID, Bureau for Private Enterprise, Office of Investment (pRE/I):
Private Sector Investment Program

General Description / Mandate:

The Bureau for Private Enterprise supports private sector devdopment in USAID assisted
countries. PRE ha..... responsibility for programs, technical a'isistance, privatization assistance, financial
market development, and information collection and dispersaL PRE established an Office of Investment
in IDB:3 to finance innovative private enterprise pntiects.

Cnder the Office of Investment (PI{EiI) a Private Sector Investment Program (PSIP) a'3sists
indigenous private sector development through loan and guarantee prqjects with technical training,
where appropriate, for introduction of new financial market instnlments and concepts.

Principal Activities:

The PSIP provides direct loans or loan guarantees to projects in developing countries. All private
sectors are eligible for assistance, although environmental projects are given a high priority, Small
renewable energy projects or discrete environmentally related segments of medium sized E\nergy
pn~jects would have a good chance of approvaL Assistance may be either direct or through PRE/Is
a"",-;ociation \vith its technical partner in the energy field.

Resources / Types of Assistance:

As directed by Congress, small businesses are the primary beneficiaries of PSIPs developmental
activity. This is accomplished through guarantees to financial institutions for up to 50~Y) of the funds
t hey are lending, guarantees for innovative a<;sistance to expand financial markets, or occasional direct
loans guarantees for exceptionally developmental projects.

The PSIP is oriented tc)\,vards assistance of under .5:3 million per project. Through 1992 the PRE
I has committed some S lS() million in assistance. Loan guarantees are ea"ier to obtain than direct loans.
Increasingly, financing from the PSIP is made in c0l1junction with AID Country IVlission strategy and
target sectors.

Financing may never exceed 50'\, of the project cost. The maximum period is ten years, \\lith
negotiable grace periods. Interest rates are at market rates. There are no fixed requirements for
collateral or guarantees.

Criteria for Assistance:

TIl(' follO\ving conditions apply to the PRETs prqject assistan.ce:

1) Sponsors may b{' either l'S films or host country private sector firnL<.;, and the project must
have substantial local ownership anc!or funding.
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2) Prqjects must have substantial development impact by: sustaining sound environmental
development, generating net employment, earning net foreign exchange, developing
managerial and technical skills, and/or transferring technologies.

:3) Loans may be used to capitalize a new enterprise or expand an existing company.

Projects which receive capital are expected to serve as demonstration projects for replication by
AID Missions and financial institutions. The PSIP managers give priority to innovative and financially
viable projects benefiting mainly small business in developing countries.

Application Procedure:

A business plan should be submitted to PRE/I, which should include: project description,
financing requirements, technical plan, marketing plan, management, and development and economic
justification. Discussions should be held with PRf~ to determine their level of interest in the proposed
prc~ject

Energy Experience:

Small privately owned ener&V projects have been developed using the PSIP. It is anticipated that
PSIP will continue to ex"tend its assistance to prqjects in the less than $15 million range suitable for its
present $:3 million limit on a.'3sistance to anyone project.

Contact:

Director
()ffice of Investment (PRE/I)
Bureau for Private Enterprise
Room ~301, SA-2
.~15 T\venty-second Street, N.W,
\Va.shington, D.C. 20523-02:31

Telephone: (202) l)6:3-2288
Facsimile: (202) 6G:3-2708
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3.10 The World Bank ECO Program (Expanded eormancing Options)

General Description:

The ECO prograrn is intended to catalyze private financial flows into prqjects in developing
countries, implemented through the World Bank. The World Bank provides guarantees in support of
borrowing by client countries in order to attract new sources of finance, reduce costs, and extend
maturities by moderating the risks of lenders.

Principal Activities:

An ECO guarantee would complement bank lending serving as a catalyst for additional financing
for projects financed through direct WorId Bank loans. In other instances, ECO's would enable the Bank
to attract financial support for prqjects to which the Bank is not lending directly, such as private sector
prqjects that may, but need not, have IFG participation.

Resources / Types of Assistance:

Through the EGO program, the World Bank can provide credit enhancement to support
developing country borrowing through public bond issues, private placements, and commercial bank
loans and syndications.

The Bank can provide comprehensive, partial guarantees on public sector borrowing and
guarantees of specific government-related risks on private sector borrowing. The Bank can guarantee
up to 100 % of sovereign and other government-related risks in private sector projects. The bank can,
hm,vever, only guarantee a maximum of 50% of the present value of public sector borrowing.

Criteria for Assistance:

The ECO program is intended to assist countries which have not restructured their external debt
within the past five years. Exceptions could be considered for cowltries which have substantially and
appropriately dealt with indebtedness problems.

Governments, government-owned entities, and private sector entities are eligible to receive
credit enhancement under the ECO program. However, the "Vorld Bank must receive a counter
guarantee from the member government if the guarantee is made to a borrowing entity rather than the
government.

Application Procedure:

No formal application exists, as the ECO,just like most \Vorld Bank activity, is activated through
ongoing mutual discussions between the Bank and the member country government.

A fee for EGO credit enhancement will be charged on the amount guaranteed. The fee is
equivalent to the loan spread on regular World Bank loans.
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Energy Experience:

In October 1991, The board of the World Bank approved an ECO operation to a'3sist in the
financing of an energy prQject in Pakistan, the Hub Power Project.

Recent Notable Involvements:

In August, 1990 the Hungarian State Development Institute launched a U.S. $200 million
Eurobond issue with a ten year bullet maturity. The World Bank's credit enhancement, under the ECO
program, is in the form of a non-accelerable guarantee of the entire principal amount.

ECO operation are now under consideration in East Asia and Latin America. In East Asia, the
proposal is for an ECO suppOlted long term borrowing in international credit markets by a private sector
utility company.

Contact:

The World Bank Prqject Finance Group
1818 H Street, N.W.
Room Q 5121
\Vashington, D.C. 20433

Telephone:(202) 47~3-1650

Facsimile: (202) 477 0218
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3.11 Global Environment Facility (GEF)

General Description I Mandate:

GEF is the vehicle created to execute the environmental grants pledged by the G-7 nations to
encourage environmentally sound development in the industrializing world. The pilot pha"e of GEF is
no,"\, es..sentially completed, with a permanent institutionalized level of sustained activity sc~heduled to
be effective in 19~)4. Its mandate is to provide grants that will provide the margin of difference of
economic viability for environmental or dean-energy prqjects in which the IFC has an active
participation.

Principal Activities:

GEF works closely in concert \vith IFC to participate in private sector projects that iInrolve
conventional energy generation representing an emission reduction or carbon offsetor" carbon savings' ,
(e .g. gas versus coal; eFB or pulverized coal versus old tedmology, etc.) or renewable energy, provided
that the technology is ah-eady commercially viable, though not necessarily in the country that is the site
of the prqject. IFC must be interested in participating in the project and the GEF grant involvement
must be necessary to make the difference in the economic viability of the project.

Resources I Types of Assistance:

GEF is awaiting its second round of funding in 1994, as pledged by the G-7 nations at the Rio
summit. At that time, it will get back into active participation according to its mandate. The type of
assistance offered during the pilot phase consisted of grants to specific projects that the IFC is actually
participating in. In the operational phase a mix of approaches may be applicable.

Criteria for Assistance:

GEF works closely in coqjunction with IFC, as previously stated. The technology in a potential
project must not be unproven and must represent a net savings or reduction in carbon emissions in the
atmosphere. The GEF level of grant is tailored specifically to the level of financial assistance or "buy
down" that IFe recorrunends in order to assist a project that is marginally viable to be rated as
"bankable" .

Application Procedure:

There is no formal application but detailed project feasibility studies must be part of the review
proces..;; for GEF, in order for evaluation of suitability of GEF participation in the project. Dialogue with
GEF basically follows in step with discussions and evaluation by IFC.

Energy Experience:

There are several GEF commitments for grants to IXJwer generation projects that involve gas or
renewables as fuel. In the permanent phase of its operation, it is expected to be an active participant
in a significant number of qualifying power generation projects.
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Contacts:

Mr. Dana Younger, IFC GEF Coordinator
International Finance Corporation
1850 I Street, N.W.
Washington, D.C. 20433

Telephone: (202) 473-4779
Facsimile: (202) 676-9495

Mr. Ken Newcombe
GEF Operations Coordinator
The World Bank
1818 H Street, N.W., 8-5041
Wa."hington, D.C. 20433

Telephone: (202) 473-6010
Facsimile: (202) 676-0483
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3.12 Environmental Enterprises Assistance Fund

General Description / Mandate:

Environmental Enterprises Assistance Fund provides investment capital either in the fonn of
equity or debt for renewable energy, energy efficiency and other environmentally responsible
technologies in developing countries. It may also provide, on a limited basis, bu."iness advisol')' services
to companies utilizing these technologies, including technical analysis, entrepreneurship training and
managerial assistance.

Principal Activities:

Environmental Enterprises was established in 1990 with the help of the United States Agency
for International Development, \Vinrock International and the Rockefeller Foundation. It will use its
funds in a carefully targeted manner to catalyze projects in order to overcome non-market barriers
encountered by small scale renewable energy and environmentally responsible technologies. It will also
examine opportunities to utilize funds from large bilateral and multilateral sources by creating
renewable energy country-specific funds. Most imponantly, its goal is to have a presence in the
developing countries through local funds which will cultivate the skills of "environmental entrepre
neurs. " Environmental Enterprises will recycle all earnings into new projects.

Environmental Enterprises is a not-for-profit, 501(c)(3) corporation. It will provide investment
capital through two mechanisms. The first is direct loans and equity placement in commercially viable
and environmentally attractive projects. The second is via capitalization of local investment funds to
be created by Environmental Enterprises in developing countries. These local inve~tment funds ,,,,ill be
responsible for prqject identification, development, structuring and monitoring.

Resource I Types of Assistance:

Environmental Enterprises plans to raise $10 million over the coming five years from foundations
and private institutions that are committed to international development and/or environmentally
positive projects. With this base, Environmental Enterprises expects to be able to access for investment
a minimum of $20 million in additional loaned funds from other sources including multilateral
institutions and government agencies.

Environmental Enterprises expects that it will hold minority equity positions in projects l provide
both senior and subordinated debt for terms not longer than seven years and act as a catalyst for raising
debt. Environrnental Enterprises will also consider providing venture capital-like funds for new,
innovative technologies in the renewable energy field that may have a significant future positive impact
on the environment or on sustainable economic development.

Criteria for Assistance:

Any commercially viable project utilizing rene\vable energy or, on a limited hasis, environmen
tally sound technology is eligible to apply to the program. Guidelines are outlined in the company's
brochure.
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Application Procedure:

No specific application forms are necessary. A letter outlining the prqject and a detailed
study would be sufficient to start discussions concerning potential Environmental Enterprises
participation. Interested parties should contact Environmental Ente!1)rises directly.

Energy Experience:

The majOlity of Environmental Enterprises' investments will be in renewable energy technology
systems, although other environmentally responsible technologies and energy efficiency prograrHs \vill
also be supported.

Contact:

Ms. Helen Chaikovsky
Environmental Enterprises Assistance Fund
1611 N. Kent Street
Suite 202
Arlington, VA 22209

Telephone: (703) 525-9430
Facsimile: (703) 234-1175
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3.13 Overseas Private Investment Corporation (OPIC) Special Funds
(Asia, Environment)

General Description I Mandate:

OPIC has sponson~d and backed two special interest funds for investment in and financing
SUppOIt for categories of project,; that could include private sector po\ver prqjects in Asia. One of the
funds is targeted to Environmental projects (which includes clean-energy prqjects) without regard to
geographic territory, and the other fund is focused em investment prqjects by U.S. firms in Asia. Both
funds are to provide capital to prqjects that meet the OPIC criteria for support (developmental prqjects
inebding a .substantial equity investment from U.S. company/spon.-;or).

Principal Activities:

Both funds are new to operation and have minimal track record, but are anticipated to function
much as the African Growth Fund, another OPIC special-purpose fund. Essentially, they are to serve
as an additional pool of capital for projects that meet aU of OPIC's criteria for support but \vhich need
additional capital to accomplish financial closing.

Resources I Types of Assistance:

The target level of funding for the capitalization of these special funds is
$75-100 million.

Criteria for Assistance:

Approval of and participation in the project by OPIC can be an expected criteria for involvement
by the special funds.

Application Procedure:

Interested parties should deal through OPIC to access these funds.

Energy Experience:

No experience exists yet in the power generation sector.

Contact:

Mr. Graham Williams
OPIC
1100 New York Ave., N.\V.
\Vac;hington, D.C. 20527
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3.14 Commonwealth Development Corporation (CD{;)

General Description I Mandate:

The Common\\'ealth Development COl1)oration is a non-profit organization O\\Tled b)' the Bri.tislii
government. It wa.., established in the 19S(Ys to a..,sist in the conmH:'f"(jal development of the Britislil
Commonwealth countries, CDC provides both debt and equity for' prqjects which have a stfon.g
commercial putential and contribute to the overall dev('lopment goals of tilE' country. CDC' h,:\..., a long
history of investing in power projects. They were inst nUliE'nt a1 in establbhing most of the electric utility
companies in the Eastern Caribbean.

CDC \\,;:L..., established with funds from the British government, but operates a..., a priv(lle
cOl1)()ration drawing on a pool of funds comprising ~'eturn on previous investments and repayment of
loans.

CDC is headquartered in London, 'wvith offices in most Commonwealth countries. TIle country
offices have the ability to make investrnent decisions without recourse to headquar1.ers for prqjeets
undts several million Pounds. TIle (1)C offices are operated like private investment companies. l1wy
evaluate prqjects on financial criteria and expect to earn market rates of n'tnrn on their investrnents.

Principal Activities.

CDC \'\'(l.'-; originall) funded by thp British government. They are still able to access government
funds at below market inten.'st rates. The majority of the funds they have are eanung.s on investments
and repaid loans.

Similar to IFe, CDC makps investments ba.""ed on financial criteria. but 'hill often invest in a 11e\V

type of or a relatively high risk pn~ject to achipve dpw.>lopment goals.

CDC makes both equity investments and loans funds to prqjects. CDC focuses on investment in
discrete pn~je('ts. rather than large funds ,vhich v\"ould on-lend to smaller pn~jects.

Resources f Types of Assistance:

Prqjects in \\'hich CDC invests are expectpd to ean1 markt't rates of rerun1 and in gE'neral be
eonunercially viable prqjNts. All invpstmpnts are made in Pounds Su'rling and arp expeetpclH) till r4f1paid
in Pounds. CDC can invest in both privatE' :::md public prqjeets. !\o government guarantees m'e normally
required for CDC investments.

Loans are generally made for up to 10 years. In some exceptional circumstances. 15-20 year terms
can be arranged. 111ese circumstances may increa....,e the pt:>rc('ived lisk of the project and reduce ('D(~'s

int('rest in investing. l\ moratorium of up t04 years on principal can he obtained. Interest rah'sCUITPntly
are bet\veen 10-11 .A maximum (Iebt of 10 million Pounds can be loaned to a single prq.iect.

C'DC can hold up to 20 of the equity in anyone prqject. There is no UPI>ef limit on L>,n","t"
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inve:-;tnWnlS, although most arE' uncler nvo million POUlHh. CDC looks for a return of
equity investnIPnts. They nonnally prefer to take a 10-20"" equity position.

Criteria for Assistance:

Th{:'f(' are 110 specific eligibility requirements for ('DC to participate in a project. CT)C is a [
Kingdom government o\vned investment company and operates under g(>neral policies of pl'onHJtin,g
econmnic c!f'velopment and the private sectoL

Application Procedure:

A pn~ject den'loper should contact the CDC office in LC1H.don \\Iith a descdption iJf the prqject
and an outline of the proposed financing package. CDC can provide technical a"'sistance in developing
prqjects. ('I)C will work with the developer to evaluate the pn~ject. Once CDC ha'" indicated an interest
in the Im~ject. they will undertake a full internal re\'iew and determilw their level of investment.

Energy Experience:

CDC ha..... considerable t'lH:'rgy experipnce. plimarily in t he Caribbean, having stal1ed and op~'rate(l

?) electric utilities in the ea..",tern Caribbean.

Contact:

Commonwealth De\'elopnwnt ('mvoration
1 Bepsbof()ugh Gardens
London SW 1 V2.JQ
England

Telel)h()ne:
Facsimi!(':

(44 (1) 828-4488
(44 (1) 828-():)O:)
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:3.15 Non-OECD Export Credit Agencies

General Description I Mandate:

T\\'o notable examples exist in the region of export credit ;:'esources that are not OECD countI)'
based: Korea and Taivvan. Both countries have Export-Import Banks that have official government
sanction and which havE' a certain mandate to supp0l1 exports from their respective countries.
Ho\vever, the practice ha..., become slightly altered due to circumstances, primarily in the C<L-;e ofTahvan.

Principal Activities:

Korea Exlm Bank extends loans to both suppliers (Korean exporters) and buyers, a"i -..veIl as
relending facilities to foreign (non-Korean) financial institutions. It issues guarantees and provides
export insurance services, much the same as U.S, Exlm Bank.

Taiwan Export-Import Bank was originally founded to support exports from Taiwan, but in the
HlfHY;;, \vith Tahvan accumulating ovenvhelming surpluses in its trade with other countries l the
subsidized interest rate program was essentially withdrawn from active service. The primary function
today is to a....sist Tahvanese buyers 'with credit to purcha."e goods from oversea" for the purpose of
imp( )rting into Taivran. The commercial banks in Taiwan, with their extremely supportive rf'lationships
with the country's manufaetun.'rs and trading companies, provide the overwhelming bulk of the trade
and pn~jf>ct credits to Taiv.-anese c()mpanies in pursuit of prqjects in Asia,

Criteria for Assistance:

In both ca.'.;es. approach must be through a company of nationality the same a.s that ()f the
institution.

Contact:

In I h(' ('a.,-;(' of Taiwan:
Coordinating Council of .\"0I1h America (CC.\"A)
-t~ou Wisconsin AventH·. .\", \V.
Wlt",hinglon. D,C. 20016

Telephoru': (202) H~~5-1S00

F'acsimile: \20:2) :3f):j-I):2~q

In the case of Korea Exlm Bank:
Korean Exlm Bank
··HiO Park AYe .. 20th Floor
::\ew York. ::\'{ 100:22-1HOt)

TelPphone: (212) :35;")-72S0
F'aesimil(': (21:2) :$OS-lil06



3.16 Small Business Administration (SBA) Export Finance Program

General Description / :Mandate:

The SBA's export finance programs guarantee up to $ 750,000 for either short- or long-tenn loans
to help small husiness develop export markeL"i.

Principal Activities:

The programs are designed to assist small businesses requiring capital to expand sales or
manufacturing for international markets. Loan proceeds may be used for working capital orfixed a.qsetS.
Loan proceeds may not, however, be used to establish operations overseas.

Resources / Types of Assistance:

SBA guarantees 90?{) of the principal amount up to $150,000 and 85(}{) of amounts more than
$150,000 up to the maximum of $750,000. Guarantees are also available for refinancing, in which ca..<;e
SBA guarantees up to 80'h, Although the interest rate is negotiated with the commercial lender, SBA
caps allowable interest at 2.25 points over the New York prime rate for loans up to seven years. For
longer maturities, tl-te rate may not exceed prime plus 2.75 percent.

Criteria for Assistance:

A borrower must meet SBA's "small business" definition, which is determined by the number
of employees (generally 500 or fewer for manufactures) or maximum revenues (based on type of
industry).

Application Procedure:

Contact any local SBA office or either of the Washington offices listed below:

Office of International Trade
(202) 205-6720, or

Office of Financial Assistance
(202) 205-6570

at the
U.S. Small Business Administration
409 Third Street, S.\V.
Wa."ihinghm, D.C. 2041G
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4.0 INVESTMENT INSURANCE AND GUARANTEES

The institutions and programs listed in this portion of this report are the primary sources for
investment insurance and political risk coverage. These are the vehicles of protection forboth debt and
equity fiows into projects, and may be viewed a"i credit enhancement mechanisms, as contrasted, \vith
sources of capital, per se. Their role is vital in the financing package and the attraction of capital to
projects in developing countries.

The follovving organizations are included in this section:

4.1 Overseas Private Investment Corporation COPIC)

4.2 Export-Import Bank of the U.S. (Exhn Bank)

4.:3 Multilateral Investment Guarantee Authority (MIGA)

4.4 \Vorld Bank ECO

4.5 Private Insurance
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4.1 Overseas Private Investment Corporation (OPIC)

General Description / Mandate:

OPIC offers a number of insurance programs designed to encourage US private sector investment
in devel()ping countries. OPIC's primary program comes under the heading of political iisk insurance.
This protects the overseas investments, enterprises, or contracts of US companies doing business
oversea5. The basic program of political risk insurance covers currency inconvertibility, expropriation,
or political violence. In addition to its investment insurance OPIC offers special insurance programs for
i) oil and ga5 exploration and production, 2) mineral development, 3) construction and other
contracting prqjects, 4) cross-border lea..'ie transactions, and 5) institutional loans.

Principal Activities:

Investment insurance is available for qualifying projects in less developed countries against losses
caused by the following occurrences:

1) Inability to conven earnings, capital, principal, interest and other eligible remittances into tiS
dollars;

2) Loss due to expropriatiOn, nationalization or confiscation by action of a foreign government;

:3) Loss due to political violence such as war, revolution, insurrection, and/or civil strife;

4) Loss of business income due to interruption of business caused by any of the above.

OPIC also provides pre-investment assistance to US companies cOl1..,,:>idering overS2<:L,,:> investments
in the foml of:

1) Investment missions for US business executives:

2) Databases on investment oPP0l1unities and potential CS based investors:

:3) Information kits on 11 () developing countries and 1() Inajor geographic regions.

Resources I Types of Assistance:

The insurance offered by OPIe is backed up by a 2;"') n'S{'I-Ve ba'Sed upon outstanding obligations
as well a5 the full faith and credit of the US gon'rnment. The conunitnwnt level for OPIC is decideiJ
on an annual ba5is and is generally around US $2.:> billion.

The insurance covers up to HO"" of the investment and can be for a term as long as 20 ~·('ars. .':\0
single prqject can excE'pd $100 million in total COV{'l-age.
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Insurance premiums are generally paid annually in advance. Premiums are calculated for each
type of coverage based on a maximum insured amount. Each year the investor chooses a current amount
he wishes to insure the project for, the difference between this amount and the maximum amount i<..;
called the standby amount. The premium is based on the current insured amount, \vith a reduced
premium applied to the standby amount. This allows the investor to vary his cost based on his appraisal
of the risks currently a"'iSociated with the project. Conversely, if a project increa"es in value over tinle
the investor can increase the level of coverage.

Annual ba<..;e rates for manufacturing, agribusiness, and service projects are as follows:

Inconvertibility
Expropriation
Political Violence
Business Income
Assets

Current

() 30/
.. ~,. /{~

() 6 (l;.• ,.(J

0.45'}{.
0.6%

Standby

0.25?;)
0.25%

0.25%
O.25~;()

Hates may vary by as much as one-third depending on the risk profile of the pntiect and the
country. ()PIC insurance contracts contain provisions that allow for an increase in initial coverage rates
by 50 during the first and second ten-year period of the contract.

Criteria for Assistance:

Eligible investors must he: 1) citizens of the US, 2) COll)Orations, partnerships or other legal
('ntitips which an' substantially owned (over 50",.) by CS citizens, :3) a foreign business at least B5'}()
owned by investors eligible under the preceding criteria. OPIC \"ill show a preferenc(~ to smaller
investors.

Eligible countries for private investments include over 115less developed, friendI,)' countries. In
countries with high G:\P levels, insurance is available for small US btL,,;iness sponsc:>red prqject'3 or projects
involved in minerai or energ~' development and production (except OPEC countlies). OPICs board of
directors reserves the right to allow insurance coverage for projects which offer significant US trade or
host country developmental benefits.

Eligible invE'stnwnts include ne\", prqjects a'3 ,"vell as for expansion, modernization and to fulfill
working capital needs, although the primary use is for new investments. In some cases insurance can
include thf' cost of acquiring an existing business. ('overage is available for loans, equity and exposure
of goods and servin's under \"Clrious contractual arrangements.

Invpstors are rpquired to obtain the foreign governments approval for each individual prqject.
Insurance coverage cannot begin until OPIC receiVl::'s an a('C(~ptahlp Foreign Governrnent Approval
(F'fiA) covering the pn~jeet. Investors also have to supply OPIC \vith information on the Im~ject'sinlpact
on pmploynwnt. thp environment. balance of payments and contrihution to s()cial and ecoHclmic goals
of tIl(' host country.
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OPIC will deny coverage for investments that will have a negative impact of US employment,
US balance of payments, or investments used prir:-,rHy to finance the procurement ofgoods and services
from non-US industrialized countlies.

Application Procedure:

OPIC should be contacted in the early stages of project development to determine their interest
in insuring the investment. A preliminary approval can be obtaino!d for purposes of negotiating the
project. Once negotiations are complete OPIC will give final approval for the insurance.

Energy Experience:

OPIe has substantial experience in insuring power prqjects throughout the developing world.
They have indicated a willingness to provide insurance to private power BOO type projects.

Contact:

Ms. .Jackie Cnlmpler
Overseas Private Investment Corporation
1100 New York Ave., N.\V.
Washington, D.C. 20527

Telephone: (202) 3~36-8799

Facsimile: (202) 408-9859
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4.2 Export Import Bank of the U.S. (ExIm Bank)

General Description:

ExIm Bank ha., a specific trade insurance designed to protect the US seller of goods from default
by the purcha..,er, normally a business within the host country.

Principal Activities:

The Exlrn Bank program offers several types of credit insurance to cover the risks of nonpayment
on export credit transactions. Exlm Bank policies cover political and commercial risks of non-payment
on short-term (up to 180 days) and medium-term (181 days-5 years) export receivables. Political risks
include war, cancellation of licenses, expropriation, confiscation of or intervention in the buyers
business or currency tran..,fer risk. Commercial risks cover non-payment for reasons other than specified
political risk.

ExIm Bank ha5 provided approximately $4-5 billion annually in export credit insurance for t'S
exports. Over 90~'{; of this has been for short-term credit insurance.

Resources! Types of Assistance:

The Exlrn Bank offers many different export credit insurance programs, including:

• New-to-Export Insurance Policy - a one year blanket policy insuring short-term export
credit sales.

• Umbrella Insurance Policy - a one year blanket insurance policy insuring short-term export
credit sales of exporters \'\'ith average annual export credit sales of less than $2,OOOJ)OO
for the pa-"t 2 years and who have not used Exlm Bank in the past 2 years.

• Bank Letter of Credit Insurance Policy - a one year blanket policy insuring commercial
banks against loss on irrevocable letters of credit issued by foreign banks for US exports.

• Financial Institution Buyer Credit Insurance Policy - a single-buyer policy in...,uring
individual short-ternl loans by financial institutions to foreign buyers for the importation
of US goods and services.

• Multi-buyer Insurance Policy - generally a one-year blanket policy insuring either short
terrn or rnedium-tE'rm, or a combination export credit sales.

• Short-term Single Buyer Insurance Policy

• ~Iedium-term Single Buyer Insurance Policy

• Lea"lE' Insurance Policies - policies for operating and financing lea-..,es are available for both
the stream of lea"lE' payments and the fair-market value of the Iea5ed products.
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• Service Insurance Policy - a policy to insure service companies against failure of customer
to pay obligations.

For most of these policies, the premiums are detE-nnined based upon the country sold to, the credit
history of both the buyer and the exporter and the repayment tenns.

Criteria for Assistance:

Insurance policies cannot be u')ed to support military equipment are limited as to countries of final
destination. Preference is shc)\vn for less developed cOlmtries. Any US exporter or US financial
institution working with an exporter is eligible to make the application for an insurance policy.

Application Procedure:

Application fomls for insurance policies can be obtained by contacting Exlm Bank. Requests for
assistance in filling out the application are considered.

Energy Experience:

Exlm Bank insurance has been used to support the export of power plant equipment.

Contact:

Mr. Richard D. Crafton
Senior Vice President
EXPOIi Import Bank of the U.S.
811 Vennont Ave.. N.\V.
\Vashington, D.C. 2();",)7l

Telephone: (202)566-8197
Facsimile: (202)5(lG-7524
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4.3 Multilateral Investment Guarantee Agency (J\'fiGA)

General Description I Mandate:

MIGA was established by the country members of the World Bank Group to help alleviate political
risk in developing country busmess transactions. MIGA provides investment insurance and is designed
to complement the activities of national investment insurance programs, private insurance companies,
the \Vorld Bank and the IFe. To facilitate foreign investment in developing countries, MIGA aL50
provides advisory and consultative services. MIGA offers risk insurance to investors against losses due
to currency transfer, war and civil strife, expropriation and breach of contract.

Principal Activities:

MIGA became operational in 1988 and has 96 member countries as of December 1, 1992. It is
a self-sustaining ir.dependent member of the World Bank. Its objective is to facilitate private
investn:ents in its developing country members. The agency also provides advisory and technical
services on investment policies to governments.

Resources / Types of Assistance:

MIGA was authorized to begin operation with $1 billion. 'This will initially support $1.5 billion
in guarantees. It is expected that the amount of guarantees that can be underwritten will increase to
S5 billion. MIGA ha'3 already issued over $500 million of coverage vvith respect to more than 40 projects,
several of these projects also involve other investment insurers such as OPIC.

MIGA must limit its insurance coverage to investments between member countries where the
investment is located in developing country. Projects which are new investments or expansion,
modernization, or financial restructuring of an existing enterprise are eligible, as are privatization.,.

Types of investments that are eligible for coverage include equity, loans, and loan guarantees
made by equity holders. Other forms of non-equity direct investments may also be covered such as
management contracts, franchising agreements, and licensing agreements.

IVIIGA guarantees are typically available for 15 years, but can be extended up to 20 years in some
cases. MIG-A will insure up to £)(YY. of the investment amount. No minimum investment level is required
and thE' cunent maximum limit is S50 million per project. Premium rates vary for the type of project,
the risk profile of the prqject, and the type of guarantee requested.

Criteria for Assistance:

To obtain coverage under MIGA, an investor must be from a country \vhich is a member of MIGA,
not simply the World Bank Group. Only investments between member countries of MIGA are eligible.
Only new investments are eligiblE' for MIGA guarantees. MIGA \vill only consider investments that have
not been made or committed prior to the filing of the Preliminary Application for Guarantee. Potential
investors should investigate the program \vhile their prQject is in the planning stages.
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Investments must be financially and environmentally sound and contribute to the host countr,Y's
economic and social development priorities.

Application Procedure:

There are three steps to apply for a MIGA guarantee. First is to contact MIGA during the planning
stages of the project, prior to any assets having been committed, the investor should obtain and file a
Preliminary Application for Guarantee. This one page form is free of charge and does not oblige the
investor to purcha..;;e insurance or MIGA to issue coverage. Subsequent to MIGA acceptance of the
application, the project is registered and the investor is requested to complete a definitive application;
thereupon, MIGAS's underwriting review begins and is usually completed in 1-4 months.

Contact:

Mr. Gerald T. West
Guarantees Office
Multilateral Investment Guarantee Agency
1818 H Street, N.W.
\Vashington, D.C. 20433

Telephone: (202) 473-2060
Facsimile: (202) 477-9886
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4.4 The World Bank ECO

General Description! Mandate:

See comments in Section 3.10.
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4.5 Private Insurance

General Description I Mandate:

Tlwprivate insurance market is also availahle in many Asian countries for political risk
comparable matters requiring security. Notable sources of such coverage 'would inlJU(le s
(London) and AIG (New' York). Many insurer~~ paIticipate in selected rnarkets in Asia.

Application Procedure:

For all of the above. contact your insurance hroker for further advice and direction.
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5.0 REPRESENTATrVEFINA1'JCING STRUC'TIJRE FOR
l\ilAJOR PRIVATE POWER PRO.JECTS

The largpst private sedor pilwerlm~iect in Asia that has gotH' to financial closing i.:'-> the IIuh vel'
Pm\'('r PrqjPet in Pakistan. approximately liOO MW. cosjng O\"('l" ~ j .?) hillion. Th(' prqjpcl dev('lopnH'nt
effort took approXimal('ly :3.;-) years to get its pn.·cedent -s('tting financing "lrue-tun' completed and
dosed. The \Vorld Bank hopes that Huh I~iver Power Pr<~ject will now function as a IHodel for otlu'l"
structures.

The following diagram ...;hows graphicaUv how many of thp institutions and programs descrihed
in Sf'ction:.; :3 and --1 of this t('port han' heen uSf'd to complerrwnt each other in packaging the
comprelwnsin' financing scheme for the pn~ject.
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