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	Notes 

	· The maximum number of pages should not exceed 12 pages, excluding annexes. Proposals exceeding the prescribed length will not be assessed within the indicative service standard time of 30 days. 
· As per the Information Disclosure Policy, the concept note, and additional documents provided to the Secretariat can be disclosed unless marked by the Accredited Entity(ies) (or NDAs) as confidential.
· The relevant National Designated Authority(ies) will be informed by the Secretariat of the concept note upon receipt. 
· NDA can also submit the concept note directly with or without an identified accredited entity at this stage. In this case, they can leave blank the section related to the accredited entity. The Secretariat will inform the accredited entity(ies) nominated by the NDA, if any.
· Accredited Entities and/or NDAs are encouraged to submit a Concept Note before making a request for project preparation support from the Project Preparation Facility (PPF).
· Further information on GCF concept note preparation can be found on GCF website Funding Projects Fine Print.





	A. Project / Programme Information (max. 1 page)

	A.1. Project or programme
	☐	Project
☒	Programme
	A.2. Public or private sector
	☒	Public sector
☐	Private sector 

	A.3. Is the CN submitted in 
response to an RFP?
	Yes  ☐                 No ☒
If yes, specify the RFP: ______________
	A.4. Confidentiality[footnoteRef:2] [2:  Concept notes (or sections of) not marked as confidential may be published in accordance with the Information Disclosure Policy (Decision B.12/35) and the Review of the Initial Proposal Approval Process (Decision B.17/18).] 

	☐ Confidential
☒ Not confidential 

	A.5. Indicate the result areas for the project/programme
	
Mitigation: Reduced emissions from:

☐	Energy access and power generation 

☐	Low emission transport 

☒	Buildings, cities and industries and appliances 

☐	Forestry and land use 	
Adaptation: Increased resilience of:

☐	Most vulnerable people and communities

☐	Health and well-being, and food and water security

☐	Infrastructure and built environment

☐	Ecosystem and ecosystem services

	A.6. Estimated mitigation impact (tCO2eq over lifespan)
	1.38 million tCO2-eq
	A.7. Estimated adaptation  impact (number of direct beneficiaries and % of population)
	-

	A.8. Indicative total project cost (GCF + co-finance)
	Amount: USD 55’000’000

	A.9. Indicative GCF funding requested
	Amount: USD 27’500’000

	A.10. Mark the type of financial instrument requested for the GCF funding
	☒ Grant     ☐ Reimbursable grant     ☐ Guarantees     ☐ Equity             
☐ Subordinated loan   ☒ Senior Loan  ☐ Other: specify___________________    

	A.11. Estimated duration of project/ programme: 
	a) disbursement period: 5 years 
b) repayment period: 20 years   
	A.12. Estimated project/ Programme lifespan
	5 years

	A.13. Is funding from the Project Preparation Facility requested?[footnoteRef:3] [3:  See here for access to project preparation support request template and guidelines ] 

	Yes  ☐                 No ☒
Other support received ☒  If so, by who: CTCN
	A.14. ESS category[footnoteRef:4]  [4: Refer to the Fund’s environmental and social safeguards (Decision B.07/02)] 

	☐ A or I-1
☒ B or I-2
☐ C or I-3

	A.15. Is the CN aligned with your accreditation standard?
	Yes ☒                  No ☐ 
	A.16. Has the CN been shared with the NDA?
	Yes  ☒                 No ☐ 

	A.17. AMA signed (if submitted by AE)
	Yes  ☒           No ☐
If no, specify the status of AMA negotiations and expected date of signing: 
	A.18. Is the CN included in the Entity Work Programme?
	Yes  ☒                 No ☐ 

	A.19. Project/Programme rationale, objectives and approach of programme/project (max 100 words)
	Replacing inefficient lighting with energy efficient (EE) lighting (such as light emitting diodes (LED)) is one of the most cost-effective, simple and fast ways to mitigate climate change. To accelerate the adoption of EE lighting and overcome the main barriers (of high initial investment costs, and a lack of trust of clients in EE technologies), the proposed programme includes a set of mechanisms that aim to enable the market to transition towards EE equipment through the establishment of institutional, legal, financial, technical and market measures. By the end of the 5-year programme, 30% of all lamps in the Dominican Republic will be replaced by LEDs, and mechanisms will be in place to ensure sustainability and scalability.

	B. 

Project / Programme details (max. 8 pages)

	B.1. Context and baseline (max. 2 pages)
	

	Context and national priorities
The Dominican Republic’s Intended Nationally Determined Contribution (INDC) to the UNFCCC sets an ambitious national target to reduce the country’s GHG emissions by 25% by 2030 compared to 2010 levels. This reduction is conditional upon favourable and predictable support, feasible climate finance mechanisms, and corrections to the failures of existing market mechanisms. Energy efficiency is expected to play a key role in realizing this target.[footnoteRef:5]  [5:  Republica Dominica (2015), Intended Nationally Determined Contribution. Available online: http://www4.unfccc.int/ndcregistry/PublishedDocuments/Dominican%20Republic%20First/INDC-
DR%20August%202015%20(unofficial%20translation).pdf] 

This ambition is supported by a number of national policies, including the 2030 National Development Strategy (NDS)[footnoteRef:6], the National Policy on Climate Change, and the Climate-Compatible Development Plan (CCDP).  [6:  Dominican Republic Ministry of Economy, Planning and Development (2012), Ley 1-12 Estrategia Nacional de Desarrollo 2030, Available online: http://economia.gob.do/mepyd/wp-content/uploads/archivos/end/marco-legal/ley-estrategia-nacional-de-desarrollo.pdfDR%20August%202015%20(unofficial%20translation).pdf] 

The Law on the NDS, enacted in 2012, establishes a reliable, efficient and sustainable energy supply as one of its general objectives, and contains specific objectives related to energy efficiency for both the public and private sectors: “Promote a civic and private sector culture aiming for energy efficiency by introducing rational energy practices and encourage the usage of processes and equipment allowing more efficient use of energy.” The Ministry of Energy and Mines of the Dominican Republic underlines the importance of incorporating policies and regulations that promote the rational use of electricity, and energy efficiency. [footnoteRef:7] [7:  Republica Dominica (2015), Intended Nationally Determined Contribution. Available online: http://www4.unfccc.int/ndcregistry/PublishedDocuments/Dominican%20Republic%20First/INDC-
DR%20August%202015%20(unofficial%20translation).pdf] 

Priorities of the NDS include improving energy efficiency, incentivizing the use of sustainable technologies, fostering a culture of sustainability and energy saving, improving the sustainability of housing and tourist areas, dis-incentivising the use of contaminants and improving waste management awareness, practices and services. The NDS mentions the development of regulations, financial mechanisms and public-private collaboration as measures to achieve these goals. Social priorities include improving worker’s and student’s productivity, facilitating integration of marginalized groups such as disabled persons, improve women and children’s security as well as community infrastructure, municipal areas and access to appropriate, low-cost housing. This programme focuses primarily on the implementation of a sustainable financial mechanism to incentivize private investment in energy efficient lighting for the residential, commercial, industrial and public sectors in order to achieve energy savings and reduce national GHG emissions. However, the objectives presented above are also addressed by the programme. The explicit objectives from the NDS, and how the proposed programme participates in improving each of them, are detailed in the Annex 1.
The CCDP highlights that one-third of all abatement potential in the country (approximately 11 MtCO2e) lies in energy efficiency and a cleaner power generation mix. In 2015, the country depended on fossil fuel imports for 86% of its electricity generation, bringing enormous economic and environmental costs. Approximately 46% of the country’s electrical production is heavy fuel oil-based, which is a particularly polluting energy source both in terms of GHG emissions and other pollutants.[footnoteRef:8] Therefore, reducing energy consumption through energy efficiency will have a strong impact on GHG emissions. In the power sector, 60% of the abatement potential comes from a cleaner generation mix while the rest comes from energy efficiency measures.[footnoteRef:9] An estimated 85% of Dominican citizens received a subsidized electricity billing rate in 2011, costing the government USD 1 billion.[footnoteRef:10] Improving energy efficiency therefore not only participates in reducing GHG emissions but also in reducing public expenditure for the subsidized electricity. [8:  Worldwatch Instiitute, Harnessing the Dominican Republic’s Sustainable Energy Sources (2015)
DR%20August%202015%20(unofficial%20translation).pdf]  [9:  Dominican Republic Ministry of Energy and Mines, “Eficiencia Energética en República Dominicana”.]  [10:  Worldwatch Institute (2015), Harnessing the Dominican Republic’s Sustainable Energy Resources ] 

Therefore, as demonstrated by the NAMA NS-188, which focuses on energy efficiency in the public sector, energy efficiency has been a high priority of the Government of the Dominican Republic for a number of years. It recognizes that measures, “although they have the characteristics of being cost - efficient, face the serious challenge of implementing measures that require investment.”[footnoteRef:11] This is where innovative financial mechanisms, such as the one being proposed by this programme, are required.  [11:  NAMA http://www4.unfccc.int/sites/nama/_layouts/un/fccc/nama/NamaSeekingSupportForImplementation.aspx?ID=62&viewOnly=1] 

Energy efficiency technologies, and in particular, more efficient lighting equipment was identified as one of the highest priorities in the Technology Needs Assessment (TNA) for the Dominican Republic.[footnoteRef:12] The report states, “as demand for energy in general and electricity in particular increases in the DR, efficiency measures can encourage major changes in energy use habits that would reduce the frequency of power outages, improve commercial competitiveness and promote access to energy in those markets previously under-served”.[footnoteRef:13]  [12:  Ministry of Environment and Natural Resources (2012), Technology Needs Assessment. Available online: http://www.tech-action.org/-/media/Sites/TNA_project/TNA%20Reports%20Phase%201/Latin%20America%20and%20Caribbean/Dominican%20Republic/SintesisENT-PlanAccionTransferenciaTecnologias_Mitigacion_RepDominicana.ashx?la=da]  [13:  Ministry of Environment and Natural Resources (2012), Technology Needs Assessment, page 52.] 

Energy-efficient lighting: a high-impact opportunity
Efficient lighting has been gaining importance over the years as new technologies emerge, and as a response to the need to achieve the necessary levels of lighting with less energy, lengthen the lifetime of the lamps and improve their chromatic reproduction. Coupled with the urgent need to save energy to reduce GHG emissions, projects focussing on transitioning inefficient lighting systems to more efficient technologies, are becoming very high priority actions.
This programme aims to enable the replacement of inefficient light bulbs with more efficient LED systems to improve energy efficiency and reduce GHG emissions. In order to do so, the programme will address the main barriers through standards and labelling, and a financing model that provides end users with access to reliable LED lighting technology without having to make an initial financial outlay. 
Analysis of gaps and barriers
The main barriers which need to be overcome can be organized into four categories:
· Lighting market, consumer awareness and preferences
· Abundance and availability of cheap, low-quality, inefficient lamps
· Lack of public awareness of the benefits of LED lamps over their lifetime (despite their higher initial price)
· Poor promotion of efficient-lighting products
· Limited experience of technology providers in selling energy-efficient equipment
· Lack of interest of non-residential consumers due to split incentive barriers
· Lack of trust with regard to the technologies and the potential energy savings
· Lack of labelling of products, resulting in inability of customers make an informed choice
· Lack of awareness and capacity of sales staff to explain the benefits of energy efficient lighting
· Financial barriers
· Higher initial investment hurdle for LED lighting products relative to other technologies
· Lack of easily accessible, low-risk and sustainable financing schemes
· Regulatory and institutional barriers
· Lack of Minimum Energy Performance Standards (MEPS) and quality standards 
· Lack of reliable and consistent market data, required for sensible MEPS and labelling guidelines
· Lack of policies encouraging energy-efficient lighting, including monitoring, verification and enforcement (MVE) 
· Lack of technical knowledge on cost, benefits and environmental aspects of lighting products among decision-makers in government, private sector and NGOs.
· Lack of warranties to ensure product quality
· Technical barriers
· Lack of adequate, accredited testing facilities
· Limited resources to monitor, verify and enforce regulations
· Lack of collection and recycling system and facilities, or incentives for companies to manage lamp waste
Key characteristics of the lighting market in the Dominican Republic
The lighting market in which the programme will operate has a high potential. A detailed market study considering all the lamp technologies in a highly representative sample of consumers was performed to support the programme.[footnoteRef:14] The initial sectors on which the efficient lighting program will focus are i). the residential sector, ii). the commercial and industrial sector and iii). the public sector (public buildings). The results suggest that there are a total of 18,778,345 lamps distributed amongst the residential (86%), hotel (5%), commercial (3%), public administration (4%), and industrial (2%) sectors. The technologies or lamps currently used in the Dominican Republic include incandescent (21%), halogen (1%), compact fluorescent (CFL) (67%), fluorescent tube (7%), mercury vapour, metal halide and high-pressure sodium. These technologies are highly inefficient compared to more modern and efficient LED. Currently LED lighting only accounts for 3% of the residential market and 36% of the non-residential market in the Dominican Republic.  [14:  Fundación Bariloche and Tecnología y servicios energética (2017), Estudio del Mercado de Iluminación en República Dominicana] 

According to initial estimates, the total investment required to replace all old, inefficient lamps with efficient LED technology is approximately USD 143 million (entire potential market). The average return on investment to replace an inefficient lamp with an LED is approximately 20 months, but varies for the different technologies. For example, in the case of incandescent technology the return on investment is less than 6 months. CFL technology (specifically in the residential sector) requires longer cost recovery periods.


	B.2. Project/programme description (max. 3 pages)

	Objective 
The project seeks to optimize and reduce energy consumption and therefore GHG emissions through the accelerated transformation of the lighting market in the Dominican Republic. More specifically, the purpose of this programme is the progressive replacement of the more than 18 million inefficient light bulbs in the Dominican Republic with more efficient LED systems. The aim is to have achieved replacement of 30% of these inefficient bulbs by the end of the 5-year programme. This will be supported on the one hand by the application of a system of minimum energy performance and quality standards guaranteeing, in the short-medium term, that all lamps installed throughout the country are LED efficient technology. On the other hand, an institutional, legal, financial, and technical environment will be created in the Dominican Republic guaranteeing a stable transition process, without stock-outs of products, at a lower monthly cost for the customers even during the payback period, and with total sustainability.
The direct benefits of the program, considering 30% of the inefficient lamps are replaced, include energy savings potential of approximately 2’070 GWh and reduction of GHG of approximately 1.4 million tCO2-eq over the lifetime of the LEDs, along with numerous other co-benefits, including higher quality lighting, less polluting technologies, social benefits such as a positive impact on student’s learning conditions and a more secure environment for women, and a reduction of public expenditures on electricity subsidies. 
Overview of the financing model
The greatest barriers to the penetration of more efficient LED technologies at present are uncertainty (or lack of trust) regarding the technologies, and the initial upfront cost. The program seeks to address these barriers through a set of mechanisms, which include the development of standards and labelling, strengthening of the regulatory framework and regulations on energy-efficient lighting and the development and implementation of a financing model that provides end-users with access to reliable LED lighting technology without having to make an initial financial outlay. 
The financing model aims to facilitate and finance the replacement of the bulbs to the client for more efficient LED lamps by offering credit for the initial investment, which is paid by the client on their monthly utility bill over no more than 24 months. The energy savings from the efficiency improvement offset the cost, so the customer sees no increase, or may even see a decrease (including the credit payment), in their monthly utility bill. After the payback period, the client can profit from the full share of electricity savings. The electricity distributor company (EDC) will thus be in charge of collecting the credit through the electricity bill, and depositing it in a trust periodically as customers pay. The financing model is being designed so that it generates income for the different actors involved, so that they can cover their operating costs in a sustainable way in the medium and long term. It is also designed to be scalable and replicable for other energy-efficient equipment.

The following diagram illustrates the flow of financing among the different actors.
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Figure 1: Financial mechanism of the programme

The reimbursable funds and non-reimbursable funds from GCF will be made available through an accredited international multilateral development bank (MDB) to Banreservas, a national development bank. The MDB will co-finance the project with reimbursable funds. A trust managed by Banreservas, in which the Energy of Mines and Energy acts as trustor, is then established. The funds in the trust will include the reimbursable funds from GCF and from the MDB. These reimbursable funds will be used to finance the LED lamp purchase, for which a public tender will be organized.  The non-reimbursable funds from GCF and from the Ministry of Energy and Mines will be required for the fixed costs of setting up the programme, to make a reserve for default payments from end-users, to subsidize the small amount of lamps for which the payback period exceeds 24 months, and to cover the disposal (though not the recollection) costs of the replaced lamps. For the distribution of the LED lamps, two distribution strategies are considered. The first is through the EDCs, using their infrastructure to deliver to users’ homes. The second is through predefined points of sale (for example, supermarkets). The EDCs are not responsible for the credit payment of the clients. To avoid this situation, the EDCs will be requested to suspend their service according to their usual practices in case a client does not pay his bill (and the credit) on the assigned date.
Project Components
The program takes an integrated approach, in order to enable long-term and sustained market transformation. The activities of the project will be structured around 5 main components:
	Component
	1. Establishing Minimum Energy Performance Standards and quality standards. 
This component will result in the establishment of efficiency, quality, safety and environmental standards to generalize the use of LED technology in all consumer sectors, eliminating the less efficient technologies from the market due to their inability to reach the minimum approved standard requirements. 

	Outcome
	 1.1 Regulatory framework and regulations on energy-efficient lighting established.

	Outputs
	1.1.1 Legal framework established as a legal basis.
1.1.2 Administrative agency appointed and stakeholder group assembled.
1.1.3 Market and technology data gathered, economic analysis conducted and testing harmonized with international standards.
1.1.4 MEPS level and guarantee requirements set.
1.1.5 Energy efficient criteria incorporated in building codes. a

	Component
	2. Establishing a monitoring, verification and reporting system for the programme, and inspection for the products that enter the country
This component will result in the capability of the Government of the Dominican Republic to monitor, verify and enforce regulations and standards to ensure the policies and programmes that were created are followed, as well as to monitor and report on the impact of the programme.

	Outcome
	2.1 Capacities to monitor, verify and enforce energy efficient lighting products are created.

	Outputs
	2.1.1 Legal and administrative processes and of monitoring, verification and enforcement to improve compliance with national standards developed.
2.1.2 Technical training and support to government authorities and customs administrations to verify authenticity of product certification delivered.

	Outcome
	2.2 Capacities and a system to monitor, verify and report the results from the programme are created

	Outputs
	2.2.1 Indicators and mode of verification defined.
2.2.2 IT system for monitoring and reporting designed and implemented.
2.2.3 Technical training of points of sale and utility staff to correctly use monitoring, verification and reporting IT system.

	Component
	3. Supporting policies including labelling and public awareness strategies
This component will support the government in updating national policies to label the products according to the standards, thereby decreasing the customer’s risk perception and enabling informed choice; and also in developing effective communication strategies to raise public awareness and acceptance of high-efficiency products.

	Outcome
	[bookmark: RANGE!D4]3.1. Comprehensive policies to ensure a successful transition to an efficient lighting market, and standards and labelling activities developed.

	Outputs
	3.1.1 Product labelling policy framework developed. 

	Outcome
	3.2 Public awareness and acceptance of high efficiency products raised.

	
Outputs









	3.2.1 Surveys performed to better understand public opinion.
3.2.2 Materials for public awareness raising and marketing campaigns are developed or adapted to the Dominican Republic context and conditions. 
3.2.3 Nation-wide awareness raising and marketing campaigns performed to promote energy-aware and sustainable behaviour and increase public acceptance of high efficiency products.
3.2.4 Education campaign performed on the economic and environmental benefits of energy-efficient equipment as well as on how to read and interpret the information provided on the energy label, how to recognize low-quality products and how to make an informed choice.
3.2.5 Points of sale and utility staff trained to inform customers and support them in their choice.


a Ministerio de Obras Publicas y Comunicaciones, http://www.mopc.gob.do/dgrs/reglamentos/
	Component
	4. Establishing financial models that facilitate the replacement of light bulbs for end-users 
This component is a core aspect of this programme. It is necessary in order to overcome the initial investment hurdle, and thereby enable customers to benefit from the lower life-cycle cost of LED lighting resulting from the longer lifetimes of this technology as well as the energy (and cost) savings.

	Outcome
	4.1 Financing mechanism in place, and capacities and infrastructure built to host the financial mechanism.

	Outputs
	4.1.1 End-user credit assessment template complete, based on a standardized evaluation process and eligibility criteria that may include the electricity bill payment history of clients, and the level of energy consumption according to the number of lamps financed, among others.
4.1.2 Credit management IT system developed and/or adapted to the existing IT system, allowing immediate order making, credit granting, and customer’s credit payments to the EDCs.
4.1.3 Distribution procedure of the LED lights developed, and points of sale/EDC staff trained.
4.1.4 Trust fund established, managed by the national development bank Banreservas, in which the Energy of Mines and Energy acts as trustor.
4.1.5 Reserve for defaults created put in place.

	Outcome
	4.2 30% of all inefficient lamps of residential, commercial, industrial and public buildings in the Dominican Republic replaced

	Output
	4.2.1 Public tender for the mass purchase of the LED lamps organized.
4.2.2 Lamps purchased by customers.
4.2.3 Cost reduction funding support in place for replacements requiring payback period longer than 2 years (residential sector).

	Component
	5. Developing a sustainable disposal processes for the replaced products.
This component will support the avoidance of improper disposal of the replaced light bulbs. This is fundamental to avoid contamination of the environment, especially for the bulbs that contain contaminants such as compact CFL and other fluorescent bulbs containing mercury. The replaced bulbs will be stored and exported in large batches to specialized waste treatment centers. 

	Outcome
	5.1 Government of Dominican Republic is able to collect and responsibly dispose of spent lighting products that may contain valuable and/or hazardous materials.

	Outputs
	5.1.1 National framework and strategy for environmentally sound management of lighting products developed.
5.1.2 Training to governmental authorities, retailers and utilities provided. 
5.1.3 Awareness raising and communication campaigns to promote collection and recycling of spent lamps carried out.
5.1.4 Recollection and disposal system for spent lamps, and international coordination for the export/import of lamp waste developed.
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Figure 2. Diagram of theory of change


The establishment of an institutional, legal, financial, technical environment in favour of efficient lighting has three direct results: B.1) the initial higher investment for LED lighting is no longer a barrier for potential customers, B.2) inefficient and low quality lamps exit the market, and B.3) environmental awareness is raised and energy saving practices are adopted. Together, these lead to the generalization of the use of LED lighting in the country. This has two direct results: D.1) light quality is improved and D.2) energy is saved. The former results in G.1) improved productivity of workers and students, G.2) improved security in public areas and G.3) the promotion of the use of municipal areas, whereas the former results in E.1) the satisfaction of electricity consumption, and thereby a reduction of the need of additional investments in the electricity sector, E.2) increased in access to lighting, E.3) reduced electricity bills and E.4) the avoidance of GHG emissions. E.1 and E.2 contribute to G.4) the facilitation of universal access to electricity in the Dominican Republic, G.5) the reduction of public expenditures on subsidies and G.6) the mitigation of climate change. 
Lamp disposal
Since there is no disposal facility in the DR, an agreement will be signed with treatment centers based in the United States as well as with a transportation company to export the used lamps. This disposal mechanism is being used in other large scale street lighting projects where HPS lamps will be disposed. Since the purpose of the programme is to phase out inefficient lighting, delivering a national plan for the disposal of the inefficient lighting would become obsolete once the transition has been completed. Therefore, although a system to dispose the spent lamps is required, expanding it to a national plan is not part of the deliverables.

Risks analysis and mitigation measures
	Risk description
	Severity
	Risk management measure

	Low commitment of the government for the adoption and enforcement of policies and regulations.
	Likelihood
Low
	The Government has firmly put energy efficiency as a national priority, as evidenced by the 2030 National Development Strategy. The Ministry of Energy and Mines will co-finance the project. Additionally, the government will give a sovereign guarantee on the totality of the reimbursable fund.

	
	Impact
High
	

	Customers are not convinced to upgrade their lighting system and do not replace it, or are not aware of the programme.
	Likelihood
Low
	Designing and implementing an effective communication campaign tailored to the local needs and preferences is a fundamental output of the program. It will highlight the energy and cost savings potential, the quality guarantee, the simplicity of on-bill financing, and address any concerns of the general public, for example, with regard to the high initial price and performance requirements of the products.

	
	Impact
High
	

	Although a roadmap for the phasing out of the less efficient lamps will be established, importation of inefficient and low-quality lamps could continue under a different customs’ classification system and lack of inspection 
	Likelihood
Medium
	The MVE scheme will include capacity building of customs officials to inspect imported lighting equipment and to apply classification standards in correspondence with the approved energy labels. Customs will be trained on verification methods and acceptance/rejection of products.

	
	Impact
Medium
	

	EDCs are not willing to participate in the distribution, recollection and disposal programme, or in the credit payment recollection.
	Likelihood
Low
	The EDCs have been engaged in the project’s design stage and the conditions and compensations were discussed. The programme is designed so that it generates income for the different actors involved, in order cover their operating costs in a sustainable way in the medium and long term.  These actors can also benefit from the replicability of the programme for other energy-efficient equipment, which is a new business opportunity.

	
	Impact
High
	

	Credit risk due to inability or unwillingness of clients to make their credit payment.
	Likelihood
Low
	A simple and fast verification process will be incorporated into the IT infrastructure to decide on the granting or refusal of credit to customers based on their payment history of the last 24 months. Additionally, the on-bill financing scheme reduces the risk since consumers tend to prioritize paying their utility bills, since non-payment leads to shutoff of service by the EDCs. Finally, a first loss reserve for default will be made in the trust.

	
	Impact
Medium
	

	Opposition to the programme of influential private actors in the country who might feel threatened by the objectives
	Likelihood Medium
	The key private actors who might perceive the programme as a threat to their business (for instance, businesses focusing on the current lighting systems in the country) will be involved in the discussions and programme design in order to find appropriate solutions to the conflict of interest.

	
	Impact Medium
	




	B.3. Expected project results aligned with the GCF investment criteria (max. 3 pages)

	1) Impact potential
With 30% of the lamps replaced by the end of the programme, a total of 2’070 GWh will be saved, or 1.38 million tCO2-eq avoided, over the lifetime of the LED lamps installed. This corresponds to 14% of the total electrical energy generated in the Dominican Republic in 2016.[footnoteRef:15] This result was calculated by taking into account the influence of the different usage patterns between sectors and technologies over the LED lifetime, as well as the different energy saving potential according to the technology replaced. Since the financing system is designed to be sustainable, the rest of the market can be addressed beyond the duration of the programme, increasing the carbon dioxide equivalent reduction (up to more than 3 times the above mentioned values if all the lamps are replaced). Since minimum standards will be established within the programme, these savings will repeat themselves for the second generation of LED lamps, after the first generation needs to be replaced. [15:  Climatescope 2017, Dominican Republic, http://global-climatescope.org/en/country/dominican-republic/#/enabling-framework] 

The programme will avoid the lock-in of 5.6 million inefficient lamps, which will be replaced by LED lamps, corresponding to 30% of the inefficient lamps in the Dominican Republic. 
With 30% of the lamps replaced, including 30% of the lamps in the residential sector, the programme will enable 4.8 million households to gain access to efficient lighting, improving lighting quality, and saving households money in the mid term.
The decrease in power consumption of the buildings and houses, if 30% of the inefficient lamps are replaced by LED, is 130 MW. This corresponds to one third of the combined output of Quisqueya I & II[footnoteRef:16], the largest power plant in the Dominican Republic. This power consumption corresponds to more than 3% of the country’s total installed power capacity (2016).[footnoteRef:17] [16:  Wärtsila Corporation, Quisqueya I & II case study (2017) https://cdn.wartsila.com/docs/default-source/smartpowergeneration/content-center/references/quisqueya-case-study-en.pdf?sfvrsn=fccbd45_4]  [17:  Climatescope 2017, Dominican Republic] 

The programme aims to recollect and dispose the totality of the replaced light bulbs, while no recollection and disposal system exists currently. Due to the longer lifetime of LED relative to all other types of lamps, even with conservative assumptions, the lighting-related waste generation is reduced. With 30% of the lamps replaced, around 5.5 million lamps will need to be collected and properly disposed. However, in the absence of the programme, over the lifetime of the installed LED lamps, approximately 64.5 million lamps would have been disposed of improperly. Of these, the incorrect disposal of 46.8 million fluorescent lamps and 50’000 discharge lamps containing levels of mercury and lead, making them hazardous waste[footnoteRef:18], is avoided. [18:  State of Oregon Department of Environmental Quality, Managing Waste Lamps (2017) http://www.oregon.gov/deq/FilterDocs/ManagingWasteLamps.pdf] 


2) Paradigm shift potential
Scalability: 
After the 5-year programme, the mechanism will be sustainable since the fixed costs (such as the establishment of MEPS, IT infrastructure development, capacity building, promotion and awareness campaign) will have been implemented and an environment enabling and driving further investment in energy efficiency lighting will have been established. While the reimbursable credit can enable the replacement of (only) 30% of the country’s inefficient lamps, this transition will be done during the short duration of the 5-year programme. After these years, the reimbursable credit, available for 15 more years, can be used in a revolving fund to address the remaining 70% of the market. Alternative or additional funds and investment will also be easier to obtain since the model will already be set up and running.
Market development and transformation: 
Replication with other products: The institutional, legal, financial, and technical environment created will also catalyse new business activities oriented around energy efficiency beyond the lifetime of the programme. Indeed, a considerable advantage of this programme is that it can be replicated to enable the financing of various other energy efficient technologies, such as air conditioning or refrigerators, without needing to repeat the initial setup phase. Additionally, the on-bill financing scheme will have extended access to financing services to groups otherwise excluded, and familiarity with energy-efficient equipment will have increased for all involved actors, thereby eliminating some of the fundamental barriers to the deployment of energy efficient or low-carbon solutions.
Potential for knowledge and learning: 
The monitoring and evaluation strategy, developed as part of the programme, will enable lessons learnt to be reported upon and shared. This may include the impact of the promotion campaign on public opinion, the number of lamps replaced by LEDs, and the evaluation of the programme by the various actors involved.

3) Sustainable Development potential
Environmental co-benefits: 
The correct disposal of mercury and lead-containing lamps as well as their progressive exit from the market will reduce contamination of the air, surface water, groundwater and surface soils.
Social co-benefits: 
In addition to the energy savings made possible by LED lighting, investing in the technology offers various social co-benefits. First, the facilitated access to lighting for low-income households can extend the working day, for example for children and students studying after sunset. The improved quality of LED lighting has been shown to improve worker’s productivity and responsiveness, to support positive moods, to extend wakefulness,[footnoteRef:19][footnoteRef:20] and to improve young student’s concentration and engagement,[footnoteRef:21] which benefits both the private and public sectors (more focused students lead to better results at school, more focused workers lead to more value brought to the companies, more focused doctors lead to better health services). Generally, the improved quality of lighting improves peoples experiences in public spaces such as hospitals, and promotes the usage of municipal areas to participate in cultural or community-building events during the evenings when poor, or unavailable, lighting can limit attendance. Even though the programme does not address street lighting, which has been described as a “feasible, inexpensive and effective method of reducing crime”, [footnoteRef:22] improving lighting conditions in public buildings and municipal areas results in an improvement of children’s, adolescent’s and women’s security and mobility, thereby participating in reducing gender inequalities. [19:  Kretschmer, Schmidt, & Griefahn, Bright light effects on working memory, sustained attention and concentration of elderly night shift workers, Lighting Research and Technology 44: 316–333, 2012]  [20:  Breanne K.Hawes, Tad T.Brunyé, Caroline R.Mahoney, John M.Sullivan, Christian D.Aall, Effects of four workplace lighting technologies on perception, cognition and affective state, International Journal of Industrial Ergonomics Vol. 42(1):122-128, 2012]  [21:  Dr. Alana Pulay, Amy Williamson , A Case Study Examining LED Lighting Compared to Fluorescent Lighting on Child Engagement Behaviors in a Pre-K Classroom, The Interior Design Educators Council, March 2017]  [22:  Home office research, Effects of improved street lighting on crime: a systematic review (2002), http://www.crim.cam.ac.uk/people/academic_research/david_farrington/hors251.pdf] 


4) Needs of recipients
The Dominican Republic, whose $71 billion GDP is driven by manufacturing and services, was ranked as the world’s 11th most vulnerable country to climate change in 2017.[footnoteRef:23] Unemployment is high, standing at 14%, with more than 30% of the population living in poverty. These conditions make the upfront investment an important barrier that is currently impeding the country’s transition to more efficient lighting. This will be addressed by the on-bill financial scheme as part of this programme. The programme will strengthen the institutional and implementation capacity of the government by providing support, making partnership and networking arrangements to facilitate the implementation, and sharing experience and know-how with the relevant actors. [23:  USAID, Climate risk profile, Dominican Republic (2017), https://www.climatelinks.org/sites/default/files/asset/document/2017_USAID%20CCIS_Climate%20Risk%20Dominican%20Republic.pdf] 


5) Country ownership
The programme contributes to the ambitious emission reduction targets of the Dominican Republic’s INDC and its supporting policies. The NDS mentions energy efficiency and savings as specific objectives and the TNA specifically points out the potential of efficient lighting. The government has committed to provide a sovereign guarantee on the totality of the reimbursable fund. The proposal has been developed in close consultation with the relevant stakeholders and a detailed market assessment was performed to understand the current situation and needs.

6) Efficiency and effectiveness
The concessionality of the loan will be used to make the product as attractive as possible to maximize the willingness of clients to participate to the programme and overcome the upfront investment barrier. The total cost of the programme, including both the $15 million grant (shared equally between the GCF and the Ministry of Energy & Mines) as well as the $40 million loan (shared equally between the GCF and the Accredited Entity), is $ 55 million. This is equivalent to $40 per tCO2-eq mitigated. If only the grants are considered, then the cost per tC02-eq mitigated is $11. Since half of this is co-financed, the cost for GCF per tCO2-eq mitigated for these two methodologies is $20 and $5.5 respectively. 

	B.4. Engagement among the NDA, AE, and/or other relevant stakeholders in the country (max ½ page)

	The proposal of this programme was designed based on discussions between the NDA and the AE (UN Environment), and a first market assessment was performed to better understand the potential of the market. The Dominican Republic received funding from the Climate Technology Centre and Network to develop this Concept Note and to pave the way for a Funding Proposal. In November and December 2017 a technical UN Environment (AE) mission visited the Dominican Republic to consult with the NDA and relevant authorities on the market potential of LED lighting as well as to discuss their determination and potential specific roles in developing the programme as is being proposed.
The National Energy Commission (CNE) has been consulted regarding the design of the programme, and the Ministry of Energy (MEM) has also been closely involved. The programme has received the endorsement from the Dominican Corporation of State Electricity Companies (Corporación Dominicana de Empresas Eléctricas Estatales - CDEEE). The funding structure has been discussed with Banreservas (a national development bank), who will set up a Trust Fund from which the reimbursable funding and the revolving fund will be managed. The grant-co-funding and the reimbursable funds have been discussed with the Ministry of Economy, and with the Finance Ministry. Discussions have also been held with the General Directorate of Public Contracting and Purchasing (Dirección General de Contrataciones y Compras Públicas).
The on-going dialogue with the authorities remains in line with the country’s INDC investment plans, and the National Council on Climate Change priorities, where the Environmental Advisor to the President has been involved.
The AE (UN Environment) has been in constant communication and coordination with the NDA who has been fundamental to coordinate the discussions with the different public authorities and align the national interest. The engagement between the AE and NDA will continue to evolve both as the concept note is developed into a funding proposal, and during the implementation of this national programme, which will require a continuing strong collaboration. The role of the NDA has been and will continue to be fundamental to develop and implement the programme.

	C. Indicative Financing/Cost Information (max. 3 pages)

	C.1. Financing by components (max ½ page)

	
	Component/Output
	Indicative cost
(USD) 
	GCF financing
	Co-financing

	
	
	Amount
(USD)
	Financial Instrument
	Amount
(USD)
	Financial Instrument
	Name of Institutions

	1. Establishing Minimum Energy Performance Standards and quality standards. 
	509’000
	509’000
	Grant
	
	
	

	2. Establishing a monitoring, verification and reporting system for the programme, and inspection for the products that enter the country.
	950’000

	950’000

	Grant
	
	
	

	3. Supporting policies including labelling and public awareness strategies.
	3’465’500
	1’465’500
	Grant
	2’000’000
	Grant
	DR Ministry of Energy & Mines (E&M)

	4. Establishing financial 4. model that facilitate the replacement of light bulbs for end-users.

	40’000’000
	20’000’000
	Concessional loan
	20’000’000
	Concessional loan
	MDB (TBD)

	
	6’784’500

	1’284’500
	Grant
	5’500’000
	Grant
	DR Ministry of E&M

	5. Developing a sustainable disposal processes for the replaced products.

	1’341’000
	1’341’000
	Grant
	
	
	

	Project management, including traveling budget
	1’950’000
	1’950’000
	Grant
	
	
	

	Indicative total cost (USD)
	55’000’000
	27’500’000
	27’500’000





	C.2. Justification of GCF funding request (max. 1 page)

		


Investments in energy efficient equipment have a high positive rate of return provided they perform according to established minimum performance and quality standards. However, these investments are currently blocked by lack of experience, knowledge and trust, as well as by high initial investment costs. To drive these investments, an enabling nationwide institutional, legal, financial and technical environment is required. The funds needed for this transformation, and the financing of the energy efficient lamps, are presently not available either in the public or private sector within the Dominican Republic. In the short term, grant money will help provide the necessary technical assistance to develop support mechanisms and build capacities, and the concessional loan will finance the energy efficient lamps. In the long term, the established environment and increased experience with energy efficient lighting will have lowered the perceived risk and enhanced access to financing, driving further private investments in energy efficient lighting, and energy efficient equipment in general.
The GCF contribution supports the development of this enabling environment, and the development of the energy efficient market.
The Dominican Republic is already committed to the transformation of its energy sector based on sustainable principles, with the objective of promoting the more efficient use and production of energy in the country. While the reforms underway are expected to improve conditions for investment in the sector, this process will likely take time before it translates to end-users and investors to build strong confidence in the sector. Some initial demonstration is considered meaningful to jumpstart the market.
Without the GCF’s combination of grant and concessional loan contributions, local energy efficiency investments will continue to be limited in the Dominican Republic.
The fundamental reason for the need of GCF concessional financing relates strictly to the objective of the programme itself, namely to scale up investments in energy efficiency. Without this incentive, the rhythm of investment would remain well below its potential and unable to create momentum for the sector to transition. The concessionality of GCF resources allows the structuring a financing package that is essential to overcome the barriers faced by private sector investors through different channels, including creating frameworks more conducive to their participation in these investments and increasing their access to finance per se. 
Concessionality is critical to ensure competitiveness and financial viability of the efficient lighting equipment and thereby the adoption of the technology by the beneficiaries. Since the only financial institution involved is the public national development bank Banreservas, which manages the trust, there is no risk that the benefits of the concessionality can be unduly captured by local, commercial financial institutions.


	C.3. Sustainability and replicability of the project (exit strategy) (max. 1 page)

	GCF resources will enable the provision of financing currently not available in the market.

Through the generation of a track record and knowledge for end-users and service providers, with 30% of the inefficient lamps effectively replaced within the 5-year programme, the perceived risks associated with energy efficient technologies will decrease and additional finance will be available to further develop the energy efficient sector in the Dominican Republic.

Using the limited available funding to finance demonstration, by creating mechanisms that incentivize the participation of the private sector in the long term and generate new development partners and mechanisms, will reduce aid dependence to address the needs of the energy sector in a timely sustainable manner in the future.

GCF principal repayments, plus any recoveries from the loan in excess to the repayment of the debt service to the MDB, will be maintained in a dedicated revolving fund, which will enable longer-tenor money from the GCF to finance the rest of the market, once the initial objectives have been reached. Indeed, projections beyond the programme duration were made (consult file Annex 2 – Economic and Financial Analysis), which shows that a 20-year concessional loan will enable the replacement of 100% of the inefficient lights by LED lights.

[bookmark: _GoBack]The programme will be generating sustainable profit for the involved stakeholders. The enabling institutional, legal, technical and financial environment will help to overcome the main barriers to a transition to energy efficient equipment. This enabling environment will catalyse new business activities around energy efficiency. Indeed, energy efficiency will be proven as an attractive business with short payback periods and low risks for the banks, the EDCs, the clients and the technology providers. Therefore, after investments have demonstrated their viability and profitability, it is expected that Banreservas and other local financial institutions will see this low-risk business opportunity, and will be willing to commit their funding from other sources to continue in the line of energy efficient business. This will foster replication of the model, gradually increasing its scope and consolidating the market for financing the energy efficient sector.

The Project is comprehensive in the sense that it seeks to jump-start, and scale-up an investment process that is expected to become self-sustaining in the longer term. Through the involvement of Banreservas and financing from third parties in the projects, the viability of energy efficient projects is expected to be proven, and its financing and the risks involved therein better understood. 

It is expected that once the GCF financing is repaid, the transformation impact of the programme should allow for end-users, financial institutions, service providers and developers to be more engaged in energy efficient-related projects, as they will have acquired experience, new instruments will be in place, the business model will have been proven viable and markets will have evolved. At the same time, the government is currently demonstrating strong and proactive will to overcome the structural problems that prevent the development of the energy efficient markets, which should help create a more favourable environment to invest without the need of further incentives in the long-term.
The underlying concessionality is seen as an incentive to accelerate and multiply the investment process, supported by on-bill financing instruments that are expected to become more widely used by private market actors.

Finally, the development of local capacities are also expected to deliver long-term sustainability for the financing of projects focused on energy efficiency in the future, thereby allowing GCF exit once the GCF loan resources have been repaid.

Long-term sustainability of the programme is ensured by allowing private actors to better understand the cost and energy saving potential of energy efficient lighting, and by enabling them to overcome the initial investment hurdle. GCF funding will be used to provide tailored financial and non-financial instruments that can spur private investments in energy efficient technologies in the long-run. Utilities are incentivized to broaden their business activities the distribution of the efficient equipment as well as the credit payment recollection, as they also learn to shape their perceptions of risk associated to these projects. 


	D. Supporting documents submitted (OPTIONAL) 

	☐     Map indicating the location of the project/programme
☐     Diagram of the theory of change 
☒     Economic and financial model with key assumptions and potential stressed scenarios
☒     Pre-feasibility study
☐     Evaluation report of previous project
☐     Results of environmental and social risk screening



	Self-awareness check boxes

	Are you aware that the full Funding Proposal and Annexes will require these documents? Yes ☒   No ☐

· Feasibility Study
· Environmental and social impact assessment or environmental and social management framework 
· Stakeholder consultations at national and project level implementation including with indigenous people if relevant 
· Gender assessment and action plan 
· Operations and maintenance plan if relevant
· Loan or grant operation manual as appropriate 
· Co-financing commitment letters


	Are you aware that a funding proposal from an accredited entity without a signed AMA will be reviewed but not sent to the Board for consideration?  Yes  ☒    No ☐
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Concept Note

The Green Climate Fund (GCF) is seeking high-quality projects or programmes.

The Accredited Entity is encouraged to submit a concept note, in consultation
with the National Designated Authority, to present a project or programme idea
and receive early feedback and recommendation.

Please submit the completed form to fundingproposal@gcfund.org
Please use the following naming convention in the subject line and the file name:
"CN-[Accredted Entity or Country]-yyyymmdd" PROPOSAL | 2017




image3.emf
% Delivery of LED lamps = %

m End users

lamps

LED H
Electricity payment + %h Utility
credit 2y Lamps
| [&: supplier
|
| & Public entity
|
| @ International
I Delivery Dev. Bank
I and provide @ National
Mllzr;?,tlry of : guarantee Dev. Bank
($) /O v
% ' 0 GCF
(‘/5 l FUND
. . %,
Financing to Credit ’);0 S I $ Concessional
purchase » O credit
payment I .
S on-

reimbursable
funds

=3 Money flow

=
Cliiare ) €

FUND Credit
payment

«<——
Credit

payment
Banreservas

- Goods &
service flow









Trust

$	

$	 	

	

	

LED

Delivery	of	LED	lamps	

Financing	to	

purchase	

lamps	

Electricity	payment	+	

credit	

End	users	

Ulity	

Lamps	

supplier	

Internaonal	

Dev.	Bank	

Naonal		

Dev.	Bank	

GCF	

Credit	

payment	

Delivery	

and	provide	

guarantee	

Concessional	

credit	

Non-

reimbursable	

funds	

$	+	$	

$	

Banreservas	

Ministry of 

E&M ($)

Public	enty	

Money	flow	

Goods	&	

service	flo w	

Credit	

payment	

Credit	

payment	


image4.emf
G.1 G.2 G.3 G4 G.5 G.6
Improved Security in | Use of Universal access to Public expenditure Climate change
students public municipal electricity in Dominican on subsidies reduced mitigated
and workers | areas areas Republic facilitated :t\ A
productivity || improved promoted A
A A A :
Additional
investments in
F.1 the electricity
sector reduced E.2
A Lighting E3 EA4
Electricity becomes :
E.1 | consumption more Electricity bills reduced Greenhouse
satisfied accessible A emissions avoided
0 A )

D.1 Improved lighting quality

1

D.2 | Electricity savings

A

C | use of LED lighting is generalized

Impact beyond
intervention

B.1 B.2
Initial higher investment for Inefficient and low quality
LED lighting are not a barrier lighting exits the market
for potential customers

Institutional/legal/financial/technical

environment established in favor of
efficient lighting

B.3

Environmental awareness
raised and energy saving
practices adopted

Implemented
mechanism
scalable and
repeatable for

Financial services
extended to groups -
otherwise excluded

other energy-
> efficient
technologies











image1.jpg
GREEN
CLIMATE
FUND





