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By Paul Heaney, Associate Director, Berne Union

This edition of the BUlletin addresses the
evolving role of various international financial
institutions in generating sufficient risk
capital for development projects and in
particular investment in critical infrastructure
and renewable energy.
Social and environmental imperatives
towards a collective rethink of our approach
to the production, consumption and
distribution of resources have been well
publicised of late. The growing willingness of
leaders to take concrete action will lead to
huge political and social changes in coming
years with a corresponding impact on trade
and investment.
But policy action is just the top level of
the sphere of international development
– broadly construed – which feeds into
a complex financial ecosystem of public
and private investors and risk takers.
Infrastructure projects in developing
countries are an important part of the
business of many Berne Union members as
OeKB’s Ferdinand Schipfer points out in his
article: even if the broad objective of ECAs is
to support national exporters, they still play
a de facto developmental role, due to the
regions and projects supported. Ferdinand
describes a complimentary ecosystem
with increasing cooperation between
development and trade finance actors built
around a convergence of aims, concepts and
processes. But he warns that too much of the
cooperation between different institutions is
at present much too uncoordinated to fulfil
its true potential.
The world’s infrastructure needs alone,
require USD 3.7 tn per year, according to
David Uzsoki from the International Institute
for Sustainable Development. This leaves
a USD 600bn annual funding gap, which
explodes to USD 2.5tn if we account for

financing of all of
the UN Sustainable
Development Goals,
according to Acre
Capital’s Hussein
Sefian.
Both Hussein and
David agree that
existing development
sources are not
Paul Heaney
sufficient, and
echoing Ferdinand, both advocate for better
coordinated collaboration and systematic
partnerships.
If our objective is to create a robust
pipeline of bankable project opportunities,
what role can the different institutions play?
In his article, David Uzsoki argues
for greater use of credit enhancement
instruments to de-risk infrastructure projects
and examines the supply and demand
barriers to this. Hussein Sefian explains how
the relatively new ‘impact investing industry’
is poised to bring capital to these sorts of
projects, with the right support.
Facilitating access to risk mitigation
instruments and thereby increasing
available capacity, requires increasing
awareness of the products and a degree of
coordination amongst the suppliers. In his
article, Jef Vincent outlines the efforts of
the international renewable energy agency
(IRENA) to do just this, in the specific case
of renewable energy projects, talking us
through their project to create a systematic
framework for collaboration.
Clearly, the financing landscape is
changing, and it is more important than ever
to engage cooperatively, to share ideas and
to seek synergies in our activities. I for one
look forward to following the progress of
these initiatives. n
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Is International
Financing On Target?
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ECA Finance: A promising
financing mechanism to scale
the delivery of the SDGs
By Hussein Sefian, Founding Partner, Acre Impact Capital

The Sustainable Development Goals
represent the ‘blueprint to achieve a better
and more sustainable future for all’1 yet
they remain significantly underfunded,
with a financing gap of $2.5 trillion a year
in emerging markets. Numerous actors,
including development banks, private
investors, impact investors, charities and
philanthropists are looking for solutions
to address this challenge but often do so
independently of each other. As per SDG17,
a more ambitious partnership approach
is required to tackle the challenge. In this
article, we argue that combining the savoirfaire and expertise of export credit agencies
in emerging markets with impact investor’s
capital and focus on achieving social
and environmental benefits could be an
innovative new type of partnership to help
address the gap.

What is impact investing?
The Global Impact Investment Network
(GIIN) defines impact investments as
“investments made with the intention to
generate positive, measurable social and
environmental impact alongside a financial
return”2. In order to be considered an impact
investment, three key features must be
present:
(i) Intentionality. The investor must have
the intention to create a positive social or
environmental impact through its investment.
(ii) Financial returns. A misconception
amongst some investors is that impact
investing delivers sub-commercial returns. In
fact, the majority of impact investors target

2

market risk-adjusted
returns and most meet
or exceed investor
expectation in terms
of financial returns3.
The pursuit of financial
returns differentiates
impact investing from
philanthropy and
charities which pursue
Hussein Sefian
other priorities.
(iii) Measurement.
Impact investors are committed to measure
and report on the social and environmental
performance of their investments.
The impact investment industry is still at
an early stage of development. The term
‘impact investing’ was initially coined by the
Rockefeller Foundation in 20074. In a short
ten years, the industry has grown to $502bn
Assets under Management (AuM) by the
end of 20185, an impressive 122% increase
over 2017. The industry has expanded into
different asset classes such as real assets and
infrastructure, while devising new innovative
products such as pay-for-performance social
impact bonds.

Why does it matter?
The Sustainable Development Goals (SDGs)
are at the core of the 2030 Development
Agenda aimed at addressing global
developmental challenges such as poverty
eradication, climate change, inequality,
health and education and infrastructure.
Achieving the SDGs will require significant

The Global Impact Investment Network (GIIN) defines
impact investments as “investments made with the
intention to generate positive, measurable social and
environmental impact alongside a financial return”.
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Sustainable financing in the Export
Credit market
By financing the imports and investment
needs of developing countries, the Export
Credit market is already active in financing
exports and projects that address the
SDGs. In order to size the ‘sustainable’
export finance market, ICMA’s (International
Capital Markets Association) Green Bonds
Principles (GBP) and Social Bonds Principles
(SBP) were used as a basis for defining
which transactions could be considered as

‘sustainable’. These principles – underpinning
$456bn7 of Green and Social bonds
outstanding as of 2018 – provide helpful
definitions and categorization of types
of projects and financings that could be
considered as either Green or Social8.
In addition, many of the arranging banks
active in the Export Credit market have
issued Green bonds and, in some cases,
Social or Sustainable bonds. This implies
that they have put in place (i) a Green /
Social / Sustainable bond framework which
outlines their adherence to the principles
(ii) a governance mechanism to select the
relevant projects for inclusion in the bond (iii)
a mechanism to track the use of proceeds of
the bond (iv) a mechanism to report on the
performance of the selected projects. It may
very well be that these banks have selected
Export Credit loans for inclusion in their
Green Bonds.
Working closely with TXF to exploit
the TagMyDeals data with an initial focus
on Africa in 2018, each transaction9 was
classified as either Green or Social for the
purposes of sizing the market.
In 2018, only 15% of all Export Credit

EXPERT ANALYSIS

increases in investments from current
levels. For developing countries, the UN
estimates an annual financing shortfall of
$2.5 trillion for the period 2015-20306. It is
widely recognised that existing development
sources of funding (government spending
and development institutions) will not
be sufficient. Mobilising new sources of
both public and private sector capital is
needed. Impact investors are well placed to
mobilise additional sources of capital and
pave the way for new innovative financing
mechanisms that could bring us closer to
achieving the SDGs.
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volume in Africa could be classified as
either Green or Social, representing $2.4bn
of financing. Within this, the majority of
the financing was in Waste & Water (36%),
followed by Electricity Transmission (29%),
Wind Power Generation (17%) and Healthcare
(14%).
A proportion of sustainable financing of
15% is a relatively low starting point for the

By financing the imports
and investment needs of
developing countries, the
Export Credit market is
already active in financing
exports and projects that
address the SDGs.
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industry. It is not difficult to imagine that the
share of sustainable export credit financing
will grow gradually over time as companies
embrace the principles of sustainable and
green growth and as governments are held
to account on the progress of their COP 21
NDC (Nationally Determined Contributions)
commitments.
However, more can be done by arranging
banks and ECAs both at the policy level and
on individual transactions. The efforts of the
ICC Global Export Finance Committee to
engage into an industry-wide conversation
on this topic are a welcome and worthwhile
step in this direction. In addition, the EBF

in its November 30th 2018 position paper
highlights the significant potential for export
finance to support sustainable growth.

Impact investing and Export Credit
A number of features of the Export Credit
market are potentially very attractive to
impact investors:
Additionality. The involvement of an
Export Credit Agency often implies that
pure commercial financing on market
terms is not available or only available at
terms that would be too prohibitive for the
transaction to close. By supporting impactful
transactions in this market, impact investors
provide a true incremental contribution to
environmental and social outcomes. ECAs
also have a key role to play in providing
support for innovative companies committed
to the export of technology and services that
further the SDGs and deliver a sustainable
energy transition. Some of these companies
may be smaller organisations today, but
could very well be the leading industry
champions of the future.
Strong environmental / social practices.
OECD ECAs adhere to the “OECD Common
Approaches” on Environmental, Social and
Human Rights due diligence. For riskier
projects, an Environmental and Social Impact
Assessment (ESIA) must be conducted in
line with the World Bank Safeguard Policies
and the IFC Performance Standards. While
these assessments do not guarantee positive
social or environmental outcomes, they do
ensure that any negative impacts that could
be foreseen are identified and mitigated. In
addition, transactions are monitored for any
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The financing gap in
emerging markets to
achieve the SDGs stands
at $2.5 trillion a year
until 2030. In order
to close this vast gap,
a concerted effort is
required across public
funding, private sector
solutions, development
finance institutions,
impact investors and
philanthropists.
the compliance functions of KYC and AML
and anti-bribery and corruption, providing
key safeguards to impact investors. In
addition, the disbursement of funds directly
to the contractor helps ensure capital is used
for the stated purpose of the project.
Debt sustainability. In public sector
transactions, where the buyer is a
government or a municipality, most OECD
ECAs will perform debt sustainability
assessments before supporting a transaction.
This could include assessing the priority
of the project for the social and economic
development of the country, ensuring
alignment with the debt sustainability
analysis of the World Bank / IMF, and
applying value for money tests.
Impact investors can be crucial partners to
the industry. Indeed, they can play an active
role in providing funding in ECA-covered
transactions and/or in down-payment
financing. Beyond financing, impact investors
contribution to sustainable development
in Export Finance can be catalytic in two
unique ways. First, by providing a readily
available source of financing, they can help
crowd-in contractors, banks and ECAs,
enabling the completion of highly impactful,

yet marginal transactions. Secondly, by
applying an impact lens on transactions in
which they participate, they can help achieve
improved social and environmental outcomes
by ensuring that these considerations are
embedded in the project from the onset.

Conclusion
The financing gap in emerging markets to
achieve the SDGs stands at $2.5 trillion a
year until 2030. In order to close this vast
gap, a concerted effort is required across
public funding, private sector solutions,
development finance institutions, impact
investors and philanthropists. ECAs also
have a key role to play. They already operate
in emerging markets, where they have the
skills, experience and risk capacity to support
the sustainable development of these
economies. Governments around the world
are espousing the principles of sustainable
development and are looking to deliver on
their NDCs under the Paris Climate Accord.
It is only a question of time until this agenda
filters through their national ECAs.
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new risks that may arise, at least during the
construction period and often during the life
of the ECA cover. As such, they allow impact
investors to avoid unintended consequences
and “do no harm”.
Control of the use of proceeds. Arranging
banks and ECAs play a critical role around

About Acre Impact Capital
Acre Impact Capital aims to deliver
environmental and social impact through
targeted investments in social infrastructure
in Africa and the Middle East. Acre is
launching an impact credit fund focused
on down-payment financing for impactful
transactions in the Export Credit market.
Contact: hussein.sefian@acre.capital
Notes:
1
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4
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https://www.un.org/sustainabledevelopment/
sustainable-development-goals/
https://thegiin.org/impact-investing/need-toknow/#what-is-impact-investing
GIIN Annual Impact Investor Survey 2018
Rockefeller Foundation Innovative Finance
(https://www.rockefellerfoundation.org/our-work/
initiatives/innovative-finance/)
GIIN Sizing the Impact Investing Market
UNCTAD World Investment Report 2014
Bloomberg, ThomsonReuters
For example, the GBPs provide examples of green
projects that fit within the following categories:
renewable energy, energy efficiency, pollution &
prevention control, environmentally sustainable
management of living natural resources and
land use, terrestrial and aquatic biodiversity
conservation, clean transportation, sustainable
water and wastewater management, climate
change adaptation, circular economy adapted
products and green buildings.
Note: The classification was largely done on
the basis of the sub-industry classification in
TagMyDeals. More information will need to be input
by market participants in order to improve the
accuracy of the analysis.
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De-risking sustainable
infrastructure
By David Uzsoki, Senior Advisor, Sustainable Finance and Infrastructure,
International Institute for Sustainable Development (IISD)

The world needs about $3.7 trillion
investment in infrastructure every year,
according to the Global Infrastructure Hub.
Despite all the efforts of governments,
development finance institutions and
the private sector, current spending on
infrastructure still falls short by about $600
billion annually. The funding gap is even
bigger when the additional costs of reaching
the UN Sustainable Development Goals are
factored in.
After years of low interest rates, investors
are increasingly seeking out alternative
investment opportunities in their search for
attractive, stable returns. Indeed, this was
one of the main drivers behind the recent
popularity of the infrastructure asset class.
At the same time, the increased demand
has underlined the need for more robust
project pipelines. The shortage of bankable
projects forces investors either to stay on
the sidelines or accept high valuations.
This is particularly an issue for sustainable
infrastructure: projects with low carbon and
environmental footprints. Due to the higher
upfront costs and perceived technology risks
of environmental-friendly solutions, they are
often harder to finance than the traditional
alternatives. As infrastructure is one of the
main sources of global carbon emissions,

6

any infrastructure
built today has to be
low carbon in order
to be in line with
commitments made
as part of the Paris
Agreement.
Multilateral
development banks
(MDBs) and other
David Uzsoki
development finance
institutions (DFIs) play an important role in
bridging the infrastructure gap by providing
financing when private capital is reluctant
to participate on its own. However, DFI
balance sheets are not large enough to cover
the additional $600bn investment needed
every year through lending alone. There is
a pressing need for innovative solutions to
de-risk projects in order to attract private
capital at scale. Indeed, that is the purpose of
credit enhancement solutions. By providing
guarantees or subordinated capital, DFIs can
leverage their limited resources to mobilise
investments orders of magnitude larger
than what would be the case through senior
loans alone. Indeed, credit enhancement
seems like the obvious solution to the global
infrastructure deficit. Yet, there is surprisingly
low uptake of these instruments. In order to

After years of low interest rates, investors are
increasingly seeking out alternative investment
opportunities in their search for attractive, stable
returns. Indeed, this was one of the main drivers behind
the recent popularity of the infrastructure asset class.
At the same time, the increased demand has underlined
the need for more robust project pipelines.
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The role of MDBs in upscaling credit
enhancement
There is a wide spectrum of credit
enhancement providers, including MDBs
and other DFIs, export credit agencies,
private guarantors and insurance companies.
However, due to their large balance sheets
and global presence, MDBs are by far the
most dominant players in the space.
Most MDBs offer some form of credit
enhancement solution, ranging from partial
credit and political risk guarantees to
providing risk capital on concessional terms.
Yet, their activity in credit enhancement
pales compared to the amount of loans they
underwrite each year. One of the reasons
behind this is employee incentive structures:
they tend to favour lending over credit
enhancement products. Bankers at MDBs are
evaluated at year-end based on the annual
business investment (ABI) they generated.
While loans are included in the ABI
calculations on their scorecard, guarantees
are often excluded. Considering that lending
is the core business of MDBs, it is not at all
that surprising that incentives are aligned
accordingly. However, when looking at their
overall mandate of promoting development,
adjustments to how incentives are set
up is justified. One solution, which some
MDBs are already considering, is assessing
employee performance based on the annual
mobilised investment (AMI) instead. AMIbased evaluation would not only enable the
inclusion of credit enhancement but would
also encourage employees to actively explore
opportunities for such transactions.
Another source of hesitation among
MDBs to upscale credit enhancement is
the potential impact of these instruments
on their credit rating. MDBs tend to treat
guarantees and loans the same way when

deciding how much capital they allocate
for it. This conservative approach to risk
management can be explained by the fact
that the most valuable asset of MDBs is
their AAA credit rating. It enables them to
borrow cheaply and on-lend to projects
at competitive rates. This is especially
important for supporting high impact,
development projects, which rely on a low
cost of financing to be bankable. Having a
large number of guarantees outstanding
with low capital allocations can raise red
flags with credit rating agencies and trigger
downgrades.
The global development community
is discussing ways to address this issue.
One idea, which is getting a lot of traction,
is the creation of a ‘universal guarantee
facility’. This would be a new entity created
through a joint collaboration across
major MDBs with the sole purpose of
credit enhancing infrastructure projects.
It would be capitalised by developed
country governments, international finance
institutions and philanthropic organisations.
This facility would enable MDBs to move
guarantees and other de-risking instruments
off their balance sheet, so they do not have
to worry about the credit rating implications
of these products.
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understand the reasons for this, one needs to
examine both the demand and supply-side
barriers that prevent these solutions from
gaining more traction in the space.

Low demand for credit enhancement
The underutilisation of credit enhancement
instruments for infrastructure is also a
result of insufficient demand. While there
are enough projects that need to be derisked to become investable, there is a
surprisingly low awareness of the range
of credit enhancement solutions available
across infrastructure sponsors and investors.
Public infrastructure planners are often not
aware of the variety of instruments offered
and whether projects under preparation are
eligible. In addition, institutional investors and
financial advisers also have little experience
with credit enhancement. While some of
them have heard about these instruments,

There is a wide spectrum of credit enhancement
providers, including MDBs and other DFIs, export credit
agencies, private guarantors and insurance companies.
However, due to their large balance sheets and global
presence, MDBs are by far the most dominant players in
the space.
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only very few of them have actually
seen them being used. This is a missed
opportunity.
Furthermore, some potential users
perceive credit enhancement from MDBs to
be expensive. They wonder if commercial
markets can provide guarantees on better
terms. Indeed, MDBs have acknowledged
that in some cases it can be cheaper for the
borrowing organisation when MDBs resort to
buying a loan guarantee from a commercial
provider instead of issuing guarantees
themselves.
Finally, there is a question around asset
recycling. Even though there have been
some notable projects with bond financing,
banks are still the major source of debt
financing for infrastructure. At the same
time, they are required to comply with
stringent capital adequacy, leverage and
liquidity requirements. In practice, this means
that banks tend not to keep infrastructure
loans on their balance sheet, but instead
sell them off their books before these loans
come to maturity. This process is also called
asset recycling. However, if there is credit
enhancement in place, for example in the
form of a guarantee, this process becomes
administratively much more complicated
and, in some cases, practically impossible.
That is the reason why some financial
institutions have been slow to embrace
credit enhanced deals. More standardisation
in the design and implementation of these
instruments could certainly make banks
more comfortable with the additional steps
required for asset recycling.

Moving from billions to trillions

8

As a next step, the development and
investor community need to assess what
de-risking instruments are still missing and
which financial institutions are best placed
to provide them. For example, investors are
asking for solutions to address currency
risk for non-convertible currencies in
developing and frontier countries. Current
providers still lack the balance sheet to take
on currency risk at the scale that would be
needed globally. Also, what could be done
to strengthen domestic capital markets, so
local financial institutions are better placed
to provide large, long-term loans that
infrastructure projects require?
Similarly, refinancing risk has been a major
problem in many of these countries. How can
you have a financially viable project for 40
years if the longest loan maturity that local

banks can provide is five years? The problem
with short-term financing is that benchmark
interest rates in these countries can change
significantly within this time period. While
the well-established, liquid capital markets
of developed countries offer instruments to
hedge interest rate risk, these long-term derisking instruments do not exist for the local
currencies of many low- and middle-income
countries.
In order to close the global infrastructure
deficit in a sustainable way, the global
development community needs to embrace
solutions that can mobilise trillions instead

In order to close the
global infrastructure
deficit in a sustainable
way, the global
development community
needs to embrace
solutions that can
mobilise trillions instead
of just billions.
of just billions. The good news is that
there is no shortage of capital seeking
investment opportunities, and through credit
enhancement the limited public resources
can be leveraged significantly. Nonetheless,
to reach the $3.7 trillion investment needed
annually, there needs to be a more systemic
collaboration among stakeholders. There
should be more political and institutional
support, both internally and externally, for
these solutions. Also, there should be more
awareness raising and education about the
instruments available, eligibility requirements
of providers and showcasing the potential
of various de-risking solutions. Only then
can the challenges of upscaling credit
enhancement for sustainable infrastructure
be addressed globally. n

This article first appeared in Financier
Worldwide’s 2019 Infrastructure & Project
Finance Special Report. © 2019 Financier
Worldwide. All rights reserved. Reproduced
here with permission from the Publisher.
For more content, sign up to mailing list via:
www.financierworldwide.com
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By Ferdinand Schipfer, Head of International Relations at the Austrian Export
Credit Agency Oesterreichische Kontrollbank AG (OeKB)
There are far more similarities between the
MDB/DFI and ECA universes than meet the
eye. While I have been striving for many
years to bring together the aid community
with traditional credit financing institutions, I
consider the time for more cooperation more
opportune than ever.
Admittedly, the public perception of
Export Credit Agencies is not based on
in-depth knowledge of them. If ECAs are
known at all, their reputation is hovering
somewhere between ‘sometimes helpful’ and
‘problematic in one way or the other’.
I do not want to deny that there do exist
some ECA portfolios heavy on defense,
some others supporting environmentally
questionable projects, and others, which
might even burden their national budgets.
What all ECAs have in common is some
mistrust on the part of MDBs, IFIs, DFIs and
the civil society: ECAs are supposed to try to
avoid international competitive bidding and
to blindly favour their national companies,
thus being ‘egoistic trade distorters’.
Not deservedly so!
Very much encouraged by the present
discussions within the OECD, but also by
several personal encounters, many of them
in the wake of Andreas Klasen’s recent and
well-organized IfTI Conference in Offenburg,
Germany, I would like to visualize how close
the ‘two universes’ are.
What I have gleaned from the ongoing
debates and efforts in any case is the
beginning of an increase in cooperation
and cofinancing between the aid world
and ECAs, (undoubtedly) to the benefit of
suppliers or foreign sponsors but even more
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ECAs and the aid
community – two universes
in close proximity
to the advantage
of countries,
institutions and
companies investing
in infrastructure or
industrial projects
or attracting foreign
direct investors.
True, the broad
objective of ECAs
Ferdinand Schipfer
is support for their
national companies – be they suppliers or be
they overseas stakeholders. However, putting
aside this motive and looking at the regions
or projects supported, it is fair to state that,
in fact, ECAs are also a sort of development
institution. Many times, the countries, the
partners and the projects we are working on
are the same as those of aid institutions in a
broad sense! This applies both for:
1) export credit activities and
2) overseas investment insurance

1) Export credit activities
Mandated by a European Union Member
State Government, OeKB is confined to
supporting only so-called non-marketable
risks, with the following two consequences:
- All short-term business with trading
partners in better-off countries (by and
large OECD member states) is catered for
by the private insurance market.
- OeKB’s activities, in contrast, focus on
medium and long-term credits for exports
to newly industrialized countries, to
transition economies and to emerging
markets. Business is basically split into

If ECAs are known at all, their reputation is hovering
somewhere between ‘sometimes helpful’ and
‘problematic in one way or the other’.
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infrastructure and commercial or industrial
transactions:

1 a) Infrastructure
Very much in keeping with Austria’s industrial
structure and main capabilities, the major
portion of OeKB’s portfolio is the supply of
goods and services for basic infrastructure
investments: energy generation and
distribution, health, railway infrastructure or
environmental projects – all focal points also
of MDBs and IFIs!

10

Tied aid / Soft loans
OeKB’s ‘development institution’ character is
all the more pronounced as, like some other
ECAs, we manage a special credit program
called ‘soft loans’.
In essence, soft loans are deliberately
subsidized funds to make ‘commercially
non-viable’ infrastructure projects possible in
emerging regions.
As opposed to market-based, ‘hard’ loans,
these credit facilities carry ‘sweetened’ terms.
They imply grants and subsidies resulting in,
on a net present-value basis, concessional
levels of at least 35%, and at least 50% for
Less Developed Countries respectively.
According to OECD-Consensus rules,
such loans may be made available only to
developing countries. The inhabitants’ Gross
National Income per capita must not be
higher than close to USD 4,000 per annum.
The motives for soft loans are:
a) assistance to not-that-well-off countries
and projects and, at the same time,
b) promotion of Austrian exports including
an Austrian value-added.
The Austrian practice is to extend loans
with very long tenors, i.e. 20 or 25 years and
without any interest payment obligation.
Occasionally, we also extend mixed credits,
meaning a combination of a small grant (e.g.
10/20 %) and a concessional loan. In view
of such long credit periods, the benefiting
borrowers must be the best-rated partners in
a given country, i.e. the Ministry of Finance.
The outstanding Austrian volume, as of
today, is roughly EUR 2.5 billion, i.e. approx.
10 % of OeKB’s overall portfolio. The regional
focus is Asia, with sharp increases in African
countries during the last decade.
The sector hit list is topped by health and
vocational training projects, communication
and transportation infrastructure, small
renewable energy, water treatment and other
environmental infrastructure projects.
Stringent monitoring report requirements

over several years after the starting point of a
credit, forcing the involved supplier not only
to deliver his goods and services properly
but also to cater for post-implementation
project management incl. reasonable training
of local people and the provision of spare
parts, if necessary, are part of the game.

1 b) Industrial/Commercial
Transactions:
OeKB’s non-infrastructure export credit
activity supports commercially viable
investments in a variety of industrial fields.
In MDB and DFI terminology, this is nothing
other than ‘private sector initiatives’, most
typically resulting in the strengthening
of emerging economies, in an increase in
local employment, in enhanced inclusion of
companies in global supply chains or in the
transfer of technical know-how.
Local cost
Whether supporting infrastructure or
straightforward commercial projects, more
and more ECAs encounter requests by host
country governments to increase participation
of local companies. The catchword is
‘localization’, and it is brought into play not
only in Brazil, Russia or Iran. Having tried
tirelessly to increase multilayered skills of their
workforce, having facilitated the purchase
of production facilities in various sectors,
and having attracted foreign direct investors
(often with preferential tax treatments), many
governments understandably insist on a
growing involvement of their local capacities
in larger investments. The current discussions
within the OECD to modify local-cost rules
(allowing for an inclusion of high local
contributions in ECA-covers) is clear proof
of OECD-ECA objectives to strengthen local
economies.
Such moves will further increase
opportunities for project ventures in evolving
economies and, hopefully, more co-operation
between aid institutions, private sector
initiatives and ECAs.

2) Overseas investment insurance
In this field ECAs most typically provide
Political Risk Insurance (PRI). It is evident
that we are talking about investments in
somewhat difficult parts of the world. By
buying companies, by establishing joint
ventures or by building new production
facilities in emerging countries, investors
provide equity and funds, build plants and
transfer know-how, thus building a host
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ECA financing
OeKB is, admittedly, only one of the few
(but growing number of) ECAs that not
only provide risk insurance but also very
attractive financing. In our case, we refinance
commercial banks whom we draw in into
export and investment projects in remote
regions. With our financing scheme, buyers
and investors all over the world benefit from
the Republic of Austria’s excellent credit
rating. In a recent meeting, a representative
from a landmark MDB termed OeKB’s
‘normal’, non-subsidized long-term financing
conditions as ‘concessionary’ financing by
their institution’s standards.

Sustainable Development Goals
In their daily work, it has become customary
for OECD ECAs to take into account –
explicitly or implicitly – several SDGs.
Checking a project’s environmental impacts
is standard. Potentially positive bearings
on local living conditions, exceptional
humanitarian aspects, potential import
substitution effects or an increase of local
employment are all factors that favorably
influence ECA underwriting decisions.
[By no means do I advocate databased
benchmarking ECA contributions against
SDG for each and every transaction
supported! After all, we are service providers
to exporting or investing companies or
banks who simply do not dispose of relevant
numbers if they, let us say, export or finance
spare parts to a hospital in India.]
I could mention many more commonalities
and concept similarities between the two
worlds (at least in Austria), such as:
l OeKB’s general policy not to support
(unproductive) defense projects,
l OeKB’s 100% share in the Austrian
Development Bank,
l our constant exchange of ideas with
(the state-owned company) Austrian
Development Aid including occasional cooperation or
l regular contact with other aid-community
stakeholders.
In the interest of being brief, I want to
conclude with some remarks on OeKB’s
co-operation experience with MDBs/IFIs and
other ECAS respectively.
While we see intensive co-financing

activities with other ECAs and have a huge
multi-sourcing portfolio together with our
ECA sister organizations, cooperation cases
with MDBs, IFIs or DFIs are comparably rare.
As we know from various discussions within
the Berne Union, this phenomenon is by no
way confined to Austria.
If DFI and ECA collaboration does take
place on a given project, it very often is only
a rather loose, uncoordinated working sideby-side including the double assessment
of environmental, technical or commercial
aspects.
This is a pity!
Only every now and then do we witness
very close cooperation – not to mention the
ideal, old EBRD concept “ECLAT” (Export
Credit Leveraged Loan Technique) which
managed to combine an International
Competitive Bidding process with risk
sharing between EBRD and ECAs.
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country’s economic capacities.
Do you see similarities with the goals of
the World Bank, ADB, AfDB, EBRD, or AIIB?

Conclusion
l C
 haritable assistance in sectors like
healthcare or education and
l long-term loans partly on sweetened
terms for infrastructure (like energy
generation, water supply, transportation or
environmental protection)
must be complemented by:
l private sector development to improve
self-sufficiency and integration of
emerging economies into international
supply chains.
In view of global needs, but also in view of
the enormous threats posed by a changing
climate, we must succeed in overcoming
existing cooperation hurdles, we must
increase the exchange of information about
potential projects, and we must do more
cross-acquisition, and must do more joint
projects.
Considering the enormous combined
capacities of MDBs, IFIS, DFI and ECAs and
taking into account the ongoing convergence
of our aims, concepts and procedures, I am
quite positive that we have a good chance
to get ahead fast. While our institutional
backgrounds and our motives may differ,
the countries, projects and objectives we are
working on are very often the same.
Finally, I hope that some readers of my
commentary can join me in questioning the
legitimacy of speaking about universes in
the plural, in rephrasing this article’s title and
talking about a single universe of project
opportunities. n
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RAMP: Introducing the Risk
Assessment and Mitigation
Platform for renewable energy
development
By Jef Vincent, IRENA’s Programme Officer for Renewable Energy Finance

An initiative of the International Renewable Energy Agency (IRENA)

If you have been underwriting power
projects, you may be familiar with the
following (simplified) scenario:
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l A
 n investor / developer identifies an
opportunity for an independent power
generation project and he makes a first
rough assessment of the risks and how to
approach them.
l He negotiates terms and conditions
with the offtaker and the Government
that mitigate some of these risks in an
“acceptable” way and the PPA is initialed.
l He then starts the search for additional
capital and for loans. New potential
shareholders and lenders do their duediligence independently and set a list of
new conditions to their participation in the
project.
l The investor will then go back to the
offtaker and the Government to adjust
the initial contractual documents to make
them “bankable”; and at the same time
negotiate with potential stakeholders on
the conditions that keep his project afloat.
When he finds out that the investors and
banks don’t accept certain risks or overprice them he will scramble for insurance
or guarantees that bridge the gap.
l This can involve armies of in-house
analysts and external consultants,
each one working for one specific
party. The longer the consultations
take the more chances there are that
the host government goes through
new elections; elsewhere organizational
changes and staff turnover make it difficult
to have consistency in the negotiation

position. Changes
at the national and
macro-economic
level affect the risk
perception and
change the interest of
the private sector, as
well as the willingness
of the public sector
to make certain
Jef Vincent
commitments.
l The iteration can delay financial close by
several years compared to the initial timing
and many projects collapse because the
investor runs out of funds or because the
requirements of the potential partners
cannot be met.
l For successful projects, the cost of
the delays and the imperfection of the
solutions increases the cost of the project
and thus the tariff that the investor has
to ask to attract his funding. Institutional
investors who could bring cheaper
funding, but are traditionally risk averse,
walk away.
Over the years, I have come to the
conclusion that few developers, investors and
even lenders know and understand all the
products available to mitigate credit, political
and other risks. As a result, projects stall, and
time and money are lost.

A deep and fragmented market
Every energy project faces a range of
risks that must be understood, assessed
and, as far as possible, mitigated. Banks,
development finance institutions, insurers,
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l F
 acilitate access to risk mitigation
instruments
l Increase the available capacity for risk
mitigation
l Reduce project costs and development
time
It offers a unique opportunity for providers
of risk mitigation – insurers, export credit
agencies, intermediaries, guarantors and
banks – to present their companies and
products to players in the renewable energy
sector worldwide.

Positioned to strengthen risk
mitigation
The platform is an initiative of the
International Renewable Energy Agency
(IRENA), an intergovernmental organisation
that supports countries in their transition
to a sustainable energy future. As countries
around the world grapple with decarbonising
energy use to reduce climate impact,
IRENA fosters international co-operation,
technology, resource and financial knowledge
on renewables, helps countries build their
capacities in renewables and facilitates
renewable energy projects throughout their
life cycle. For more information please visit
us at: www.irena.org
The RAMP project is at the heart of
IRENA’s mandate to promote the widespread

adoption and sustainable use of all forms of
renewable energy worldwide.
As a global organisation, IRENA offers:
l A
 broad combination of perspectives and
insights on renewable energy development
l The ability to bring together the private
and public sectors
l Worldwide scope
l The capacity to kick-start the initiative
l A neutral perspective with no stake in any
given transaction and thus no potential
conflict of interest
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export credit agencies and guarantors
have developed products to do this. But
for investors and developers outside the
financial industry, such products can be hard
to identify, understand, compare or combine.
Yet just as the world needs rapid uptake of
sustainable energy options, such projects will
require massive inflows of secure finance.
Recognising both sides of this challenge,
IRENA has set out to ease risk mitigation
for renewable energy projects. The resulting
platform aims to:

IRENA is not a lender, a guarantor or an
insurer. It can therefore connect investors
and developers, in a pragmatic manner, with
the widest possible range of risk-mitigation
providers.
RAMP does not set out to compete with
comparable, existing initiatives but rather will
complement those. If other institutions can
handle parts of the programme, IRENA will
support them and explore the best way to
co-operate.

RAMP components
RAMP will function as part of IRENA’s
Sustainable Energy Marketplace.
The Sustainable Energy Marketplace (www.
irena.org/marketplace) connects project
owners, financiers/investors, host governments,
service providers and technology suppliers
to bring projects to fruition. Investment
opportunities are made visible and easily
identifiable for investors, while project
developers can access funding sources and
expertise to advance their projects.
The Sustainable Energy Marketplace
has been launched without publicity a few
years ago, and it has been refined gradually.
Meanwhile it has achieved a critical mass and
demonstrated its added value. Following the
upcoming upgrade, it will be marketed in a
more proactive way.

As countries around the world grapple with
decarbonising energy use to reduce climate impact,
IRENA fosters international co-operation, technology,
resource and financial knowledge on renewables, helps
countries build their capacities in renewables and
facilitates renewable energy projects throughout their
life cycle.
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Comprehensive and reliable
information

RAMP at work

Our estimation is that between 100 and
200 companies and institutions worldwide
either provide or support some form of
mitigation for credit risks, political risks and
offtaker risks in the renewable energy sector.
The most important ones are Berne Union
members. Such providers will be invited to
register and complete a profile with their
products, eligibility criteria and application
process.
Input forms will be available either online
or oﬄine. At this stage we used an Excel
spreadsheet that will be uploaded once the
development of the platform is completed.
The input form comes with a help guide and
takes on average 50 minutes to complete.

Risk types
The types of risk considered in RAMP’s
analysis would include:
l Credit risks
– Offtaker risk on public buyers
– Offtaker risk on commercial buyers
– Liquidity risk
l Political risks
– Expropriation, nationalization,
confiscation
– Currency inconvertibility and transfer
restrictions
– Political Violence, Terrorism and
Sabotage
– War & Civil War
– Non-honouring of sovereign and sub
sovereign obligations
l Currency exchange risk (hedging)
l Resource risk (optional)
l Force majeure, or Acts of God (optional)

COVERAGE – PROJECTS (I)
#
sustainable energy projects…

83 projects in LATIN AMERICA
78 projects in SUB SAHARAN AFRICA
30 projects in SIDS
29 projects in ASIA, MENA & SE EUROPE
Total capacity & Total investment size of
power generating projects

4 .3 GW 8 .8 BN USD
PROJECT NUMBER

TOTAL CAPACITY & INVESTMENT
Investment (USD Millions)

4.71

Latin America

24

2.73

SIDS

Other

24
17

14

Sub-Saharan Africa

38
2.64

1.20

1.15

10
0.39

Latin America

Sub-Saharan
Africa

SIDS

0.16 0.13
Other

18

14

12
2

Solar

Toolkit
RAMP’s expected users include small and
medium-sized developers and their potential
lenders.
Over the last years a number of new
products – both insurance and guarantees –
have been launched. The understanding of
the potential of different products and the
differences between them has become more
difficult.

REGIONAL HUBS & PARTNERS

220

Capacity (GW)

RAMP will help to see through the maze
of eligibility criteria and facilitate direct
contacts if & when there is a match between
a provider and a potential user of a risk
mitigation instrument.
Marketplace users will be able to identify
their options by combining the platform’s
various filters – country, capacity, technology,
type of risk and other criteria.
Participants (providers of risk mitigation,
project owners and other stakeholders) will
be automatically informed when information
appears on the Marketplace that is potentially
of interest to them. They will also be informed
how often their profiles has been looked at
and when their page must be updated.
Potential users of risk mitigation
instruments will be able to contact providers
of risk mitigation, insurance brokers and
other intermediaries directly from the
Marketplace. Providers of risk mitigation and
intermediaries will also be able to contact
project owners directly.
As a neutral facilitator, IRENA will not
take the position of an insurance broker or
make any representation that could induce
liabilities, conflicts of interest or the suspicion
of partisanship.

Bioenergy

15

12
4

1 2

Hydropower

4 2
1
Wind

8 8

Other

4

AFRICA
SIDS
L AT I N A M E R I C A
ASIA
S-E EUROPE
MENA
PA R T N E R S N E T W O R K

Berne Union Newsletter, May 2019

The proposed toolkit would include
l R
 eference materials about risk mitigation.
l R
 eference documents about project
assessment and due diligence
l T
 emplate documents that can be used for
interactions between different parties
l D
 iscussion papers to introduce initiatives
for standardisation and aggregation of
projects and risk mitigation

The standardization initiative
Most risk mitigation products have been
developed independently from each other.
Although they cover the same risks and
with comparable conditions, they can very
greatly in their structure, their wording and
the conditions that potential clients have
to meet. In cooperation with international
partners and hopefully the Berne Union,
IRENA will explore if and how both the
products and the related processes (project
assessment, commercial process…) can
be harmonized so that they become more
transparent and compatible.

The status today
l T
 he IT development of the platform is well
underway and should be completed in
August 2019;

Over the last years a
number of new products
– both insurance and
guarantees – have
been launched. The
understanding of the
potential of different
products and the
differences between
them has become more
difficult.
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IRENA will take initiatives to clarify the
different product features so that project
owners can decide which solutions can
work for them. IRENA will also engage
participating risk-mitigation providers to
provide clear positions and documentation.
The platform will compile reference
documents to guide less experienced users
and to propose template documents (e.g.
non-disclosure agreement, enquiry form,
non-binding indication format) that over time
could help to standardise the interactions
between different parties.

l T
 he input form has been tested by 5
providers of risk mitigation (of which 4
Berne Union members) and was adjusted
according to their feedback;
l The form is now being sent out in
successive waves to Berne Union members
and other potential participants;
l We hope to upload the completed forms
in August and to go live immediately after
that.
l We started with the development of the
toolkit and we welcome all Berne Union
who want to participate in the exercise.
We hope that this is of interest.
For further information, please contact
Jef Vincent, IRENA’s Programme Officer for
Renewable Energy Finance.
E-mail: jvincent@irena.org
Mobile: +971 562 168 256
Skype: jefvincent

Every energy project faces a range of risks that must be
understood, assessed and, as far as possible, mitigated.
Banks, development finance institutions, insurers,
export credit agencies and guarantors have developed
products to do this. But for investors and developers
outside the financial industry, such products can be
hard to identify, understand, compare or combine.
15
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Review of 2019 Claims
and Recoveries
Specialist Meeting
By Laszlo Varnai, Associate Director, Berne Union, and
Aycan Ertugrul, Committee Support Manager, Berne Union

Claims and Recoveries is a core technical
workstream for the Berne Union, and the
topic has been addressed regularly since
the formation of the association. Claims and
recoveries specialists have been participating
in dedicated annual meetings since 2009 and
this is now one of the largest and most active
and dedicated working groups supported by
the Berne Union.
Participants in the meetings include
legal counsel and specialists in claims,
recoveries, restructurings, loss adjusting, as
well as management functions, representing
both public and private insurers. Guest
participants from leading law and finance
firms are often invited to share an external
perspective.
Discussions typically address a mix of
technical topics – often through country or
case studies – sharing of best practice and
the macro view of long-term claims trends –
driven by analysis of Berne Union data.
The 2019 meeting was hosted by TURK
EXIMBANK, in Istanbul, and joined by more
than 110 participants, given an indication of
the strong interest in this topic at present.

State-of-play – the story from
the data
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Data reported by Members shows that the
level of claims predominantly moves in
proportion to changes in exposure. This has
more or less stabilised over the past 3 years
both for short term (ST) (~2.8bn USD) and
medium / long-term (MLT) business (~3bn
USD). Investment insurance has meanwhile
recorded a record high level (273m USD).
The volume of ST claims paid has been
affected by major trade and economic
trends, including slowing economies
(especially in Europe), new tariffs and
sanctions, tightening regulatory environment,

volatile commodity
prices (oil, steel,
aluminium) and rising
interest rates. The
majority (74%) of ST
claims are still paid by
ECAs, a trend which
has been in place
since around 2009/10.
In terms of regional
Laszlo Varnai
trends, it is notable
that the proportion
of Asian claims grew
quite significantly
(+9% to 960m USD),
but the highest level
for an individual
country was still
recorded to debtors in
United States (306m
USD).
Aycan Ertugrul
MLT claims paid
by ECAs in 2018 were
significantly impacted by circumstances in
Venezuela, which at USD 678m, accounted
for 80% of the political claims and 20%
overall, boosting an otherwise downward
trend for this business line. In contrast,
private insurers’ MLT claims levels remained
at a similar level to the previous year, totalling
just over 160m USD.
Looking forward, Berne Union members
are generally quite positive about prospects
for the year ahead and the majority of them
indicated that they expect to see a decrease
in both the number and volume of claims
paid.
Recoveries in ST business are relatively
low, amounting to around 20% of claims
paid in the past 5 years (ranging between
400-600m USD in terms of volume). MLT
recoveries are significantly larger at ~2bn
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Berne Union Members’ Expected Change in Claims Paid through 2019

Graphs refer to business line and not committee. Outer circle indicates change in number of claims paid, inner
circle indicates change in volume of claims paid

USD, with the majority of this coming from
successful Paris Club agreements with
Argentina, as well as ongoing payments from
old Paris Club agreements, with countries in
the Middle East and Asia.

Key countries of interest
The main countries of interest indicated by
participants were: Turkey, Saudi Arabia, UAE,
Cuba, Brazil, Russia, Italy, China, Iran and
Mexico. Detailed discussions on these areas
were greatly enriched by the local knowledge
and excellent insight of speakers from
Clyde&Co, CCI, ProPartner, EGFI and SACE
SRV, who provided guidance on how the
environment in these countries have changed
in terms of legal proceedings, establishment,
registration and enforceability of collaterals.
In addition to these dynamic ‘Country
Café’ discussions, members received updates
on changing insolvency rules in India,
UAE and Ukraine, as well as at European
Union level (Recast Insolvency Regulation
2015/848/EU), from CSL Chambers, GOLAW
and Clyde&Co respectively.

3. d
 igitisation and use of data in the
claims and recoveries management
About 1/3 of the Berne Union Members
participating indicated that they have sold
claims to third parties in the last 5 years, while
the 2/3 did not or could not use such an
option. The main benefit of selling claims is
the very fast partial recovery timeline, which
allows pay-out within just about a month, as
it was also outlined by representatives of JP
Morgan. who are one of a number of firms

Main themes and topics
Discussions at general sessions converged
around three topics:
1. s elling claims / debt on the secondary
market
2. managing recovery activities globally
and;
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well-established in this field.
SINOSURE led a discussion on the
management of recovery activities and
provided insight on how Berne Union
Members typically pursue recovery activities.
The vast majority of Members use the
services of external attorneys and recovery
agents. These are most often contracted
upon payment of claims (28 members) but
some also engage these services at the
time of claim submission (8 Members). Most
arrangements specify payment of a success
fee (84%) and others rather an hourly fee
(14%). Top priorities when selecting advisers
were the experience, success rate and
ability to provide timely updates on periodic
developments.
Digital solutions are becoming increasingly
common in the export credit and investment
insurance industry. However, Members
reported that majority of available solutions
focus on support of underwriting and
document management operations and
dedicated digital systems for claims and
recoveries have not yet gained momentum.
It is more common to find digital systems
for the purpose of preventing or managing
issues of fraud or AML and in addition
to a number of external vendors, several
members have developed internal ‘Optic
Character Recognition’ (OCR) systems
for this purpose. Berne Union claims data
is moderately used as a reference, and
future development of a BU database on
problematic cases will increase the utility of
this.

Technical topics discussed –
feedback
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Members discussed further technical topics
in smaller, more direct breakout sessions,
including:
- Claims department’s positioning: claims
activities are mostly handled by a dedicated
claims department and only in a handful
of organisations are conducted by legal
department. Usually the same department is
also responsible for recoveries.
Despite the use of a dedicated
department, most claims decisions are
generally approved by senior management,
Committees or the Board of Directors. In
some cases, rejection of claims and writeoffs or collections in installments also require
senior management or Board of Directors’
approval.
In most cases the claims department
submits regular reports to the underwriting

department to provide periodical feedback
on their underwriting outcomes.
- Bank regulations and provisioning:
Following a discussion among a panel of
guest representatives of banks, participants
shared their views on whether they accept
demand of indemnity in one sum rather than
an indemnity for each installment of the
Buyer Credit (“pro-rata indemnity”) – this
issue relates to the most recent updates of
the 575/2013/EU regulation.
Participants argued that it is uncertain
whether a defaulted Buyer Credit can be
considered as performing in the situation
where the insurer (wheher ECA or private)
deems that that indemnity will be granted
on a pro-rated basis for each installment.
This issue also effects insurers outside the
EU in case their policyholders include banks
or branches of banks under the supervision
of the European Banking Authority/of an
EU member state. ECAs/private insurers
anticipatet that in future more policy holding
banks will request an option granting them
the right to demand a lump sum indemnity
from their insurer.
- Foreclosure: Participants also learned
about successful foreclosure cases from the
Ukraine, where recent changes to legislation
and the court system have substantially
developed protection for banks and other
financial institutions. Since February
2019, any unauthorized reconstruction
of mortgaged assets is deemed to be
mortgaged under the initial mortgage
agreement and any arrests made on the
mortgaged property shall not prevent
registration of the title by banks and financial
institutions on the collateral.
- Sovereign recovery outside the Paris
Club: Participants discussed the core
principles of the Paris Club – conditionality
(IMF program), solidarity amongst lenders,
and transparency on the debt situation of a
respective debtor country. Some members
discussed cases where they have recovered
sovereign debts outside of the Paris Club in
recent years, and shared their experience,
which was overall mixed. In general,
participants agreed that although there
might be exceptional cases where a debtsettlement outside of the Paris Club may
be feasible – has been so in the past – most
often it is preferable to stick to the principles
of the Paris Club in recovery of sovereign
debt.
- Recovery from countries with currency
conversion controls: The purpose of transfer

Berne Union Newsletter, May 2019

Claims and Recoveries Participants 2019

1) c
 ooperation at the underwriting stage
to ensure recovery strategies are
planned for
2) establishing a good relationship with
the client in order to manage the
crisis pre-claim and to continue as a
partnership post-claim
3) identifying lawyers /recovery agents
to form a recovery plan at the earliest
possible stage
4) maintaining an open and face-to-face
dialogue with the debtor to establish a
solid relationship and identify realistic
opportunities
5) keeping alert to fraud and corruption
at every stage

EXPERT ANALYSIS

restrictions are either external (sanctions) or
internal (political control intended to protect
currency from fluctuations, devaluation or
capital flight; or lack of hard currency in
the local economy – such as in Russia or
Venezuela).
In the case of political control, it was
generally agreed that if the payment can
be proven to have arisen from a valid
commercial transaction, then the currency
movement will be approved. Approval is
either given by the State’s central bank or by
delegated authority to commercial banks.
The use of political back-channels was
also discussed and the conclusion was that
using these also comes with risk, especially
when using consultants whose methodology
is opaque and open to question. However,
it was agreed that so long as there is a
full, open and transparent process, the
application of political pressure can be
an effective tool. Use of credit cards as a
means of transfer is widely used in the debt
recovery sector for moving lower value
amounts, while higher value amounts can be
broken into smaller values and transferred
over a period of time.
- Asset investigation in emerging markets,
especially in Africa: Participants agreed that the
key to conducting successful assessment is:

The next Berne Union Claims and recoveries
meeting will take place in the Spring 2020,
with another location in Europe, to be
confirmed.
Meeting documents, data and survey
results are available on our website
accessible for our Members.
Those who work in the field of claims and
recoveries are invited to contact us with
suggested topics or presenters for future
meetings.
We are looking forward to seeing you in
2020! n
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