SBP’s Refinancing
Scheme for Renewable
Energy (Revised)



Pakistan’s Energy Supply and Demand

= |nstalled power generation capacity: 22,928 MW
= Heavy reliance on non renewable resources.
= Less than 2 percent from RE sources

= Very low compared to regional and international level
= Expensive and not environmentfriendly
= Shortage of around 6000 MW

= According to the National Energy Conservation Center
(ENERCON), annual energy savings of up to 25 percent are

possible in all sectors, which equates to approximately $S3
billion per year.
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[nvestment

Enabling Regulatory Framework

e Green Banking Guidelines

Market Development

e Credit Guarantee Facility

Public Financing Mechanism

e Refinance/Credit Line for Clean Energy

Awareness & Capacity Building

e Workshops/Seminars/Conferences
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Objectives of SBP Facility

Eligibility

Features of the Facility

General Procedures



Financing Scheme for Renewable Energy

Facility has been revisited in June 2016.

* Objectives:
= Meeting Growing Electricity Demand through
Renewable Energy in the country
®" Promote Green Banking and Climate Investment

" To provide concessionary financing for renewable

energy projects



Financing Scheme for Renewable Energy -
Categories

 The Revised Scheme comprises of two Categories (I & Il)

Category I: large renewable energy projects ranging from
(1 MW to 50 MW). Maximum refinance allowed is Rs 6
billion per project.

Category Il: small scale renewable energy solutions (04
KW to 01 MW) to promote renewable energy uptake
among domestic, commercial & industrial consumers — in
line with NEPRA’s net metering regulation.



Financing Scheme for Renewable Energy -
Eligibility

* Eligibility:
" Projects falling under category | and category Il

= Subject to Fulfilling of Requirements of:

= AEDB/ Provincial Energy Dept

"NEPRA & Government Regulatory authorities
"Projects achieving financial close before June 2019
=Refinance provided against 100% of bank lending to

projects subject to Rs 6 billion cap.



Financing Scheme for Renewable Energy - Terms

Rate of Refinance = Banks’/ DFIs’ End Users’ Rate
Spread
2.0% 4.00% 6.00%
Max. tenor Max. grace period
Category | 12 years 2 years

Category Il 10 years NIL



Financing Scheme for Renewable Energy -
Features

Repayments
* Categoryl:
— Principal repayablein quarterly or half yearly installments
— Mark-up repaymenton quarterly basis
 Categoryll:
— Principal & Mark-up repayablein monthly or quarterly installments

* Bank/ DFI shall be entitled to charge market mark-up for

delayed period in repayment of principal



Financing Scheme for Renewable Energy — Other
Features

* Financingavailablethrough all Commercial Banks and DFls
* Availability of Funding:
— Under Category I: The banks/ DFIs are required to confirm availability of
funds after theirinternal approvals.

— SBP confirmation of funds will be valid for a period of six months.
* Financing as per lending policies of FIs to cover credit risk

 Banksto evaluaterequestwith in their lending policies and terms

and conditions of SBP Facility in maximum three months

* Financing based on First Come First Served Basis



Financing Scheme for Renewable Energy — Other

Features
* Second hand machinery shall not be eligible

* Banks/ DFIs shall ensure that firm commitments of
funds not financed under SBP scheme are available

* Banks/ DFls shall make direct disbursements to
manufacturers / suppliers / contractors

e Refinance to be provided on the basis Internal Audit

Certificate of financing bank/ DFI



Benefits of Revised Scheme

* Expected toincrease investmentin Renewable Energy
sector

* Will reduce power short fall

* Promotion of RE at consumer level to support NEPRA’s Net
Metering Regulations

* Environmentfriendly energy projects reducingimpact on
climate change

 More incentive for lending banks (higher spread) and end
users (low rate)

* Likelyto reduce electricity tariff which will increase
business activities



Impact of SBP Refinance Scheme

Solar, wind,
618.1 biomass

122,118.0 59,448.0 7,111.0



Potential Investment

Sectortype Sub-Sector RE
(M PKR)
Textile 133,500
Sugar 16,700
Leather 12,000
Industrial
Paper 1,400
Cement 33,000
Fertilizer 10,800
Other sectors 52,000
Agriculture 647,600
Non-industrial
Residential 166,000

Total Investment Potential 1,073,000

Main Equipment forinvestment

RE

Solar water heaters (“SWH”), wind power,
photovoltaics (“PV”)

Biomass, PV
PV, SWH

Biomass, SWH

Wind power, concentrated solar power

PV

Various technologies

Direct combustion of biomass, biogas, solar
water pumping

Biomass from municipal waste and animal
manure, SWH

Source: IFC Study on SEF in Pakistan




Banks carry out due diligence process and approve or reject loan

Banks get request from clients for financing under the Revised Scheme

\

J
N
e Banks approach SBP for sanctioning of limit for approved loans
* SBP reviews each case and approves limits for banks
J
e Banks disburse funds for solar home solutions etc as per terms A
e Banks approach respective SBP-BSC office for refinance against
disbursed amount P
N

e SBP-BSC offices to debit banks account as per repayment schedule
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