
April 14, 2011 

 

Comments from Germany on the Approval by mail: Mexico Energy Efficiency Program 

 

Dear Patricia, 
 
Thank you very much for the Mexico Energy Efficiency Programme Proposal. It is well written, 
carefully designed and addresses the relevant issues on all levels. 
 
Our experience suggests a certain lack of demand for the corresponding products from 
commercial banks and enterprises - posing a major barrier to EE investments. The proposal 
does therefore seem to address an important issue for the specific case of Mexico. 
 
We approve the proposal and would like to suggest to the CTF team to submit 
improvements/an addendum on two related issues in the near future. 
 
1. While the proposal is in most regards quite detailed, paragraph 51 on monitoring and 
evaluation is rather weak. Just mentioning that monitoring and evaluation will be performed 
does not seem sufficient from our point of view. There should be some more information on 
methodologies and indicators envisaged. 
 
2. Somewhat related to this issue: There seems some attribution gap between the financing 
schemes for 2nd and 1st tier banks and actual emission savings achieved. While fully aware 
that there is a trade-off between the cost of monitoring and the value of measuring the 
intended success in terms of emission abatement, we would like to know how the emission 
savings at end client level will be monitored. 
 
Also, we'd like to point out that we welcome the effort that has been undertaken in providing 
ranges for the envisaged financing terms with local partner banks as was discussed for private 
sector proposals 
previously. 
 
Please find detailed comments attached. 
  
Thank you very much 
Annette 
 
Dr. Annette Windmeisser 
Klimapolitik und Klimafinanzierung 
Bundesministerium für wirtschaftliche Zusammenarbeit und Entwicklung 
 
Climate Policy and Climate Financing 
Federal Ministry for Economic Cooperation and Development 
 
 
 



Mexico CTF-IDB Group Energy Efficiency Program, Part I 

 

 

Financial Volume   USD  22M loan for the Commercial Banking Envelope  

USD  590,000 grant for IDB-executed knowledge management  

USD 825,000 grant for IDB-executed technical cooperation for 

Commercial Banks, technicians and SMEs  

USD  265,000 grant for IDB-executed technical cooperation for 

Public Sector Component  

USD 720,000 budget for implementation and supervision  

TOTAL: USD 24,400,000  

   

 
Purpose of the project   Financing of energy efficiency measures within a Public Sector 

Component and a Commercial Banking Component. In the 

Commercial Banking Component, three banks will receive financial, 

knowledge, and technical support in order to mitigate their risk and 

improve capacity to provide EE loans. The Public Sector 

Component will provide financial support to the Federal Mortgage 

Corporation, aimed at developing the financing of energy-efficient 

green housing in Mexico.  

  

 

Summary 

 

We welcome the Mexico Energy Efficiency Programme Proposal. It is well written, carefully 

designed and addresses the relevant issues on all levels. It provides ranges for the envisaged 

financing terms with local partner banks as was generally discussed for private sector 

proposals previously.  

 

Our experience, suggests a certain lack of demand for the corresponding products from 

commercial banks and enterprises – posing a major barrier to EE investments. The proposal 

does therefore seem to address an important issue for the specific case of Mexico.  

 

We support the proposal and suggest to approve it subject to some minor Issues: 

 

1. While the proposal is in general quite detailed, paragraph 51 on monitoring and evaluation is 

rather weak. Just mentioning that monitoring and evaluation will be performed does not seem 

sufficient from our point of view. There should be some more information on methodologies 

and indicators envisaged. 



 

2. Somewhat related to similar issues: There seems some attribution gap between the 

financing schemes for 2nd and 1st tier banks and actual emission savings achieved. While 

fully aware that there is a trade-off between the cost of monitoring and the value of measuring 

the intended success in terms of emission abatement, we would like to know how the emission 

savings at end client level will be monitored. 

 

A General Comments on the Project – Relation to the sectoral and regional Context 

 

In the last years climate change as well as investments in renewable energies and energy 

efficiency became more important in Mexico’s generally oil-driven economy. To respond to the 

huge potential in energy efficiency and as part of the energy sector reform in 2008, the 

Mexican government prepared a significant initiative to increase energy efficiency in various 

sectors and designed different investment components as well as new standards and 

regulations. 

 

The Mexico CTF-IDB Group Energy Efficiency Program (the Program) will promote scaling up 

the supply of EE financing products and services by local financial intermediaries (LFIs) in 

Mexico, by providing them with the financial, knowledge and technical cooperation (TC) 

needed to develop necessary knowledge and build a track-record of such investments. The 

investment capital and technical cooperation funds will be provided by the CTF, IDB, 

commercial banks, donors, and bilateral agencies.  

 

The Program is composed of two complementary components: A Public Sector Component 

and a Commercial Banking Component. In the Commercial Banking Component, three banks 

will receive financial, knowledge, and technical support in order to mitigate their risk and 

improve capacity to make EE loans. The Public Sector Component will provide financial 

support to the Federal Mortgage Corporation (SHF, a national development bank), aimed at 

developing the financing of more energy-efficient green housing in Mexico. Both components 

will be supported by knowledge-management Programs that will consolidate existing 

knowledge, gather lessons learned and data generated by this Program, and disseminate 

these to relevant stakeholders throughout the market. This Program Part I Proposal requests 

CTF resources for the Commercial Banking Component, as well as for a package of TC and 

KM activities that will support the objectives and implementation of both components. A further 

detailed proposal for the Public Sector Component will be submitted to the CTF Trust Fund 

Subcommittee in the coming months. 

B General Comments on the Financing Terms 

The CTF terms for the Commercial Banking Component are 

 



 Financing:  depending on the project: Loan 75 to 100 bp; Guarantee 20 to 50 bp 

 Maturity:  7-10 years 

 Grace:    not specified 
 

The CTF terms for the Public Sector Component are 

 

 Only TA grant. (The actual investment CTF funds will be presented at a later stage.) 
 

C Investment Criteria 

 

In the existing proposal Investments criteria are only defined for the Commercial Banking 

Component. The investment criteria for the Public Sector Component shall be defined, once 

the CTF proposal for the actual investment programme for the Public Sector Component is 

presented.  

 

Potential for GHG Emissions Savings 

The Commercial Banking Component will provide funding for EE investments in SMEs. A 

number of opportunities for thermal and electrical EE exist in industrial, commercial and 

service SMEs.  In studies carried out in Mexico the most relevant opportunities for SMEs, in 

terms of their potential for emission reductions, are high-efficiency industrial motors, 

cogeneration, air conditioning, and lighting. Assuming that the envelope resources (USD110M) 

were available as lending products for these four technologies, the estimated emission 

reductions that would be achieved over the lifetime of the technologies would be 4.33 Mt 

CO2e. (This abatement would correspond to an equivalent fictitious value on the order of 50 

million US$ on the international carbon markets.) 

 

Cost-Effectiveness 

The Commercial Banking Components envelope would therefore achieve 0.039 t CO2e per 

dollar invested or 0.197 t CO2e per CTF donor dollar invested (5.08 USD/t CO2e). These 

figures assume no change in current technology costs. And they are no measure for costs-

effective abatement (although we see that providing these numbers is the standard 

procedure).  

 

Demonstration potential at scale 

The total emission reductions that could be achieved if the CTF intervention were to be 

replicated throughout the targeted businesses across the economy, using these four 

technologies, would be 227 Mt CO2e. – This figure seems to refer to the lifetime of the 

projects. 

  

Development Impact 



Mexico is a country with tremendous potential for efficiency-based GHG reductions throughout 

the economy. Replacing old technologies with more efficient ones, or adding more productive 

capacity with efficient instead of inefficient technology will reduce the carbon intensity of 

Mexico’s GDP and make its economy more competitive.  

 

Building the clean, productive and profitable new business lines of EE financial and technical 

services in Mexico will create not just banking jobs but new jobs throughout the EE industries, 

including construction, manufacturing, equipment sales, equipment servicing, auditing, energy 

services, and all of the supply chain employment leading up to the production of new energy-

efficient equipment or buildings, as well as the services that support these activities. 

International experience has shown the labor-intensive nature of green growth.  

 

Implementation Potential 

EE is an important part of Mexican energy policy. During the last two decades, the GoM has 

carried out a number of EE efforts, including the development of a fairly comprehensive set of 

efficiency standards. The role of EE in the energy sectors policy has been strengthened since 

the passage in November 2008 of two laws for renewable energy and EE, included within a 

wider energy reform legal package. The Energy Efficiency Law (LASE) provided CONUEE with 

a more solid legal standing, while the Law for the Use of Renewable Energy and the Financing 

of the Energy Transition (LAERFTE) established the Energy Transition Fund (FTEASE), 

designed to offer financial support to promote both renewable energy and EE.  


