JBIC: Financing for the Environment and Climate Change Mitigation
I. Profile of JBIC

The presence of the Japan Bank for International Cooperation (JBIC) in the Philippines can be traced since the 1960’s through the Export–Import Bank of Japan and the Overseas Economic Cooperation Fund. In October 1999, these operations were merged and became JBIC. Nine years later, a re-organization took place and last October 2008, the two types of operations conducted by the former JBIC were realigned: International Financial Operations was taken over by the Japan Finance Corporation (JFC), retaining the JBIC name and Overseas Economic Cooperation Operations was succeeded by the new Japan International Cooperation Agency. 

JBIC is now the international wing of JFC. It inherited the operations of the former JEXIM and puts more emphasis in promoting business cooperation between Japan and other economies, under the principle that it will not compete with financial institutions in the private sector. It contributes to the sound development of the Japanese and international economy in three fields: (1) promoting overseas development and acquisition of strategically important natural resources to Japan; (2) maintaining and improving the international competitiveness of Japanese industries; and (3) responding to disruptions in financial order in the international economy. JBIC has a wide overseas network in 19 representative offices and 1 liaison office in Toronto (9 offices in Asia and Oceania, 6 offices in America, and 5 offices in Europe and Middle East).
II. Financing Schemes

Since JBIC’s mission is to promote business cooperation, the terms of financing is in principle non-concessional basis, but slightly longer tenor and lower interest rate than the market. The following are its existing facilities: 
1. Loans
a. Export Loans - provide financing for the export of Japanese plants, equipment and technologies to developing countries.
b. Import Loans - funds for the import of strategically important materials to Japan such as oil, natural gas, mineral resources like iron ore.
c. Overseas Investment Loans – a program which provides financing for overseas investments made by Japanese corporations for manufacturing, resource development and other business ventures.
d. Untied Loans - form of assistance that is not conditional on the procurement of equipment or materials from Japan; utilized to improve the business environment of Japanese companies such as enhancement in infrastructure in developing countries. 
2. Guarantee – utilizes guarantee facility to complement and encourage private financial institutions (i.e. co-financed portion of the loan or bond insurance)
3. Investments – equity participation in Japanese joint ventures conducting business overseas, or in funds in which Japanese companies participate. 
JBIC’s lending Portfolio
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In terms of JBIC’s lending portfolio during a 5-year average (2003-2007), the largest commitments were infused in Overseas Investment Loans, followed by Guarantee, Import Loans and Export loans. By industry composition, funds were mainly poured to the electric, gas, heat supply and water service with a 61% share, which was followed by natural resource development, manufacturing and transportation (FY 2007). 

III. Two-step Loans to Local Development Banks

JBIC generally provides funding to large scale projects but it can also extend loans to small and medium enterprises through cooperation with local development financial institutions.  These local organizations are sources of significant knowledge about the local market and have an extensive network of clients. In the Philippines, JBIC has close collaboration with the Development Bank of the Philippines over the years. It has provided six two-step loans to DBP since 1991 to support SMEs and supporting industries such as Information Technology, Telecommunications, Manufacturing, Construction, Power, Transportation and Infrastructure.

The most recent credit line was the JPY10 billion two-step loan, which aims to finance enterprises implementing Clean Development Mechanism
 projects (in which Japanese companies express interest in purchasing certified emission reductions) and support industries for Japanese corporations in the Philippines.  The scope of the CDM includes projects from waste-to-energy
, methane recovery, wind, geothermal, hydro power, among others. Carbon dioxide emissions emanate from all these activities. It will thereby help Japan achieve its Greenhouse Gas Emissions Reduction Target under the Kyoto Protocol; this would also lead to restraining GHG emissions in the Philippines, which would contribute toward the mitigation of global warming and address climate change. 

In order to avail of the funds, local enterprises should be able to meet the following criteria: (1) approval of Philippine or Japanese Designated National Authority; 
(2) expression of interest or indicative offer by any Japanese company for purchasing CERs; (3) assurance to sell CERs to Japan (e.g. right of first refusal based on specified commercial terms) and (4) compliance with JBIC’s environmental guidelines. 
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Other CDM Enhancement Loans by JBIC
Similar types of TSL supporting CDM projects to other banks in the world are also conducted by JBIC. It can be private banks such as ICICI in India and UNIBANCO in Brazil, or government financial institutions, such as COFIDE in Peru and BANCOLDEX in Colombia. Regional development banks are included as well, such as BCIE (Banco Centroamerican de Integracion Econominca). Among the list, the TSLs to ICICI, BCIE, and UNIBANCO are intended for CDM projects, while others are for the combination of CDM projects and other projects, such as assisting supporting industries for Japanese corporations. 

Carbon Market and JBIC
JBIC is also active in the CDM market even through non-financing measures. First, JBIC created Japan Carbon Finance (JCF), together with other Japanese private corporations, to purchase CERs generated in developing countries. JCF also provides technical and financial assistance to project owners in developing countries for their preparation of CDM documents. Second, to facilitate the matching between buyers and sellers of CERs in Japan, JBIC voluntarily offers the Carbon Credit Trading Platform in its website for the exchange of information relating to carbon credit trading. The project owners can upload the project information in JBIC’s website and Japanese buyers will contact said project owners to express their interest in the transaction. JBIC also announces the Carbon quotation, which is called JBIC Nikkei Carbon, every Monday based on the indicative prices quoted by traders in the Japanese market. 
IV. Current Programs
JBIC has unveiled two new programs for financing environment related projects: Facility for Asia Cooperation and Environment (FACE) and Leading Investment to Future Environment Initiative (LIFE). 
FACE was an initiative announced in early 2008 when then-Japanese Prime Minister Mr. Fukuda announced the Cool Earth Partnerships
. This scheme supports projects contributing to climate change mitigation; promotes projects in Asian countries through infrastructure development and energy projects. To mobilize private capital to the maximum extent possible, the Japanese government decided to use JBIC’s facilities of equity participation and guarantees for this initiative and has infused a total of 
JPY 20 billion to JBIC. This will be used for equity participation or guarantee to private Japanese firms undertaking projects concerning energy conservation, new energy sources, and infrastructure, among others. 

       Scheme of FACE
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Projects supported by FACE
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1

Sep-09

Singapore

EP

Senoko Power Limited 

ENERGY EFFICIENCY

 

Implementing re-powering 

project (dismantle the existing oil-fired power plant and 

replace it with a natural gas-fired combined cycle power 

plant)

10% of total share 

purchased by the 

consortium

2

Aug-09

Thailand

G

AEON Thana Sinsap (Thailand) 

Public Company Limited

PROJECTS IN ASIA

 

S

econdary guarantee for the 

corporate bond issueance by the ATS. The fund will be 

used for the company's sales finance for Japanese two-

wheeled motor vehicles in Thailand

1billion Baht

3

Aug-09

Philippines

G

Development Bank of the 

Philippines

CDM PROJECT

 

Promotion of CDM projects and other 

projects relating to Japanese business activities in the 

Philippines

4 billion Yen

4

Nov-09

Vietnam

G

Vietracimex Lao Cai Electric 

Company

CDM PROJECT

 Providing a guarantee for the 

cofinanced portion of the loan for the run-of-river 

hydropower station project which is a CDM candidate 

projcts in the Vietnam

4.4 billion Yen

5

Dec-09

Cayman Islands

EP

China Environment Fund

�V

, 

L.P.

ENERGY EFFICIENCY

 Equity participation to the Private 

Equity Fund that invest in environment and energy 

efficient in China

15 million US$

6

Dec-09

Indonesia

G

P.T. Central Java Power

PROJECT IN ASIA

 Political Risk Guarantee for the Co-

financed portion of the loan to the Coal-Fire Power Plant 

Expansion Project in Indonesia

64 billion Yen

7

Feb-09

PR China

G

Government of PRC

PROJECT IN ASIA

 Providing a guarantee for the 

cofinanced portion of the loan monorail maintenance 

project in China

9.1billion Yen


EP: Equity Participation    G: Guarantee
Seven operations under this facility were already concluded. One of them was JBIC’s equity participation, together with Japanese private companies
, to Senoko Power Ltd. in Singapore. Following the capital contribution, the consortium intends to implement a 
re-powering project
 with the goal of promoting efficiency in energy use. Second was the investment to China Environment Fund III. This private equity fund focuses on the projects of energy efficiency, renewable energy, water treatment, and waste disposal in China. The third is guarantee for the co-financed portion of the loan of JBIC to the run-of-river hydropower project in Vietnam, which is a CDM candidate project.     

LIFE was another facility announced in March 2009 as a policy response to the global economic downturn (a program of Japan’s Ministry of Finance and Ministry of State for Financial Services, Economic and Fiscal Policy). It will provide financial support totaling approximately US$5 billion over a period of two years. It supports environmental investments which are in line with the principle announced in the G7 Communiqué at Rome this year. It declared that fiscal policy measures should be frontloaded at once as a policy response to the ongoing global economic slowdown and address long-term agenda in developing countries’ infrastructure sectors. Such targeted investments will pave the way to a better earth environment in the future. The primary targeted sectors include: 

· Clean Power Generation (solar, geothermal, wind, clean coal power plant)

· Energy Efficiency Improvement (upgrading of existing transmission & distribution, modernization and heat recovery of steel furnaces, Energy Service Company)

· Water (water purification & supply, sewage system, waste water treatment)

· Urban Transportation (modal shift in densely populated areas, etc.)  

Scheme of LIFE
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Projects supported by LIFE

Under the LIFE initiative, JBIC has extended two loans to India (US$ 153.7 million in July 2009 and US$90 million in October 2009). Both loans are granted to the joint ventures between Japanese (MHI and Toshiba) and Indian companies who will manufacture high-efficiency, high-performance boilers and steam turbines for power generation by using advanced supercritical pressure technology
 provided by Japanese companies. Building supercritical coal-fired power plants can achieve a stable power supply using the abundant coal in India while decreasing the burden on the environment.  
V. Conclusion

The achievement of economic growth in accordance with the conservation of the environment is a significant issue for the international community. JBIC’s programs and financing schemes confirm environmental and social considerations as an integral part of its operations. The institution has a firm support on projects in developing countries that actively pursue measures to address the problems of global warming and climate change. Japan, being one of the countries that ratified the Kyoto Protocol and JBIC as a government financial institution is indeed committed to achieving GHG emission targets. This indicates JBIC’s thrust to join international organizations to counteract environmental concerns on a global scale.              

With all the funding programs that JBIC currently made available to developing countries, we are fervently hoping that it will be adequately utilized.  Since the number of JBIC’s personnel is limited, we are counting on the development financial institutions for its wide network and knowledge in the local business communities. With full cooperation, we believe we can achieve the timely goals of contending with global climate change. JBIC will continue to draw on a variety of its financial tools for climate change mitigation as well as for the international competitiveness of Japanese industries. This will further strengthen JBIC’s relationship with host countries and its development financial institutions.
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� CDM is one of the components of the Kyoto Mechanisms. It allows industrialized countries to undertake joint projects with developing countries and use the amount of emissions reduction credits (called Certified Emission Reductions) generated from such projects to meet their own emissions reduction target.





� An example is the Quezon City Controlled Disposal Facility - Biogas Emission Reduction Project.  It involves the conversion to energy of biogas from the dumpsite including the extraction, collection, processing and flaring of biogas (landfill gas) emissions. It, thus, avoids methane emissions to the atmosphere and displaces fossil fuel for electricity generation in the electricity grid.





� First, to transfer environment technologies that were developed in Japan and, second, to assist the developing countries that are aiming to achieve both emission reductions and economic growth.





� Marubeni, Kansai Electric, Kyushyu Electric, and Suez


� Aiming to dismantle the existing oil-fired power plant (total capacity: 855MW) owned by SPL and replace it with a natural gas-fired combined cycle power plant (860MW).





� Supercritical pressure technology increases the efficiency in power generation by increasing the pressure and temperature of steam sent from the boiler to the power turbine.  The adoption of this technology will reduce the amount of fuel and carbon dioxide emissions compared with ordinary coal-fired power plants.











[image: image6.emf]Total Commitments by Financing Scheme

 5-year Average (2003-2007) Percentage Share

Import

Loans

7%

Guarantees

26%

Overseas

Investment

Loans

56%

Export

Loans

6%

Untied Loans

5%

