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NEFCO and Nordic Public 
Private Partnerships



NEFCO in a nutshell

Å International Financial Institution established in 1990 by Denmark, 

Finland, Iceland, Norway and Sweden

Å Around 353 million euro and 350 projects under management

Å Geographic scope: primarily Russia, Ukraine and Belarus, also 

Baltic States 

Å Financing for projects that generate positive environmental effects 

Å Priority on projects that reduce greenhouse gas emissions or toxic 

pollution or improve the environmental state of the Baltic Sea

Å Acts as Fund Manager for various environmental funds



NEFCO Carbon Finance and Funds

Å NEFCO is Fund Manager of two public-private carbon funds

ïBaltic Sea Region Testing Ground Facility (TGF), JI fund that 

buys Kyoto period ERUs from projects in Russia, Ukraine and 

Baltic States, launched 2003, ú35 million

ïNEFCO Carbon Fund (NeCF), global CDM/JI fund that buys 

Kyoto and post-Kyoto credits, launched spring 2008, ú100 million

Å 135 million euro and 30+ projects under management

Å Most projects concern renewable energy & energy efficiency

Å Investors use carbon credits for compliance under the Kyoto 

Protocol and the EU Emissions Trading Scheme (EU ETS)



Nordic Public Private Partnerships



Energy Efficiency and the 
Carbon Market



Key concepts

ÅCarbon finance: revenue from sale of carbon credits, usually sold on 

a forward contract

ÅCarbon credit: emission reduction generated by a CDM/JI project and 

verified and issued in accordance with CDM/JI rules; 

one carbon credit is one tonne of carbon dioxide equivalent (CO2e)

ÅEmission Reduction Unit (ERU): carbon credit from JI project

ÅBaseline: most likely scenario in the absence of the CDM/JI project

ÅAdditionality: CDM/JI projects must show that carbon finance offers 

critical leverage for the implementation of the project, i.e. without 

carbon finance, the more polluting baseline scenario would occur

ƷCarbon finance must be considered at early stages of the project, at 

least before final investment decision is taken



Key considerations in CDM/JI projects

Å Host country approval is key criteria for CDM/JI eligibility

u Approval processes vary significantly across countries 

u Russia: no approvals yet vs. China: >2000 approved projects

Å Project type influences applicable methodology and likely performance

uWaste projects: 25% vs. industrial processes >100% of expected credits

Å Baseline (alternative scenario) defines the emission reduction potential

u The "dirtier" the baseline, the higher the emission reduction potential

u Business-as-usual is not always a credible baseline!

Å Financing includes conventional financing and carbon finance

u Carbon financing typically only 5-20% of total (payment on delivery)

u Gas destruction projects can get up to 100% from carbon financing

Å Sustainable development benefits of CDM/JI projects include reduced 
local air pollution, improved energy security and new employment 
opportunities 



Energy Efficiency Under CDM and JI

Å Almost 1600 projects worldwide under both mechanisms

Å Total emission reductions of 1.12 bn tCO2e by 2012

Å Main project types and their issuance rates (measure of 

performance against PDD volume):

Project Type Issuance

Rate

No. of 

Projects

Industrial energy efficiency (EE) 95% 431

District heating related EE - 53

Industrial generation EE 73% 667

Power/CHP related EE 75% 252

All EE 80% 1596

Source : Point Carbon, August 2009



Energy Efficiency Projects in 
Russia and China from NEFCO 
Portfolio



Strezhevoi District Heating Rehabilitation, 

Western Siberia, Russia

Project: Installation of improved control equipment and new heat 

exchangers at seven sub-centrals to reduce energy losses and 

fuel use in district heating network

Category: Energy efficiency

Baseline: Heat generation with natural and petroleum gas

Emission reductions: 89,000 tCO2e (2008-12)

Technology: Alfa Laval Potok (SE), Vexve (FI), Grundfoss, Danfoss 

(DK)

Financing: Own equity, local bank loans, possible NEFCO loan

Carbon finance: ~20% of total

Project status: Partially implemented (1 of 7 sub-stations)

JI cycle status: At determination

Sustainable development benefits:

b Stable local heat supply and higher comfort level

b Health benefits via reduced local air pollution



Project: 30 MW cement waste heat recovery for electricity

generation

Category: Energy efficiency

Baseline: Electricity purchase from the East China Power

Grid

Emission reductions: 566,944 tCO2 (2009-2012)

Technology: Kawasaki

Financing: local sources

Carbon finance: ~20 % of total CAPEX

Project status: Operational since April 2009

CDM status: PDD in validation

Sustainable development benefits:

b Reduced local air pollution

b Reduced fuel costs to companies

b Employment opportunities

Existing Gas Boilers

Jiangsu Hongfeng Waste Heat Recovery, China



Project: 30 MW cement waste heat recovery for electricity

generation

Category: Energy efficiency

Baseline: Electricity purchase from the East China Power

Grid

Emission reductions: 640,436 tCO2 (2009-2012)

Technology: Kawasaki

Financing: local sources

Carbon finance: ~20 % of total CAPEX

Project status: Operational since April 2009

CDM status: PDD in validation

Sustainable development benefits:

b Reduced local air pollution

b Reduced fuel costs to companies

b Employment opportunities

Existing Gas Boilers

Jiangsu Keneng Waste Heat Recovery, China



Project: Construction to two steam boilers in Khimprom chemical 

plant to utilise waste gas from a nearby coke plant

Category: Energy efficiency

Baseline: Steam production with natural gas and coal at 

Khimprom, and flaring of waste coke gas at the coke plant

Emission reductions: 354,000 tCO2e (2008-2012)

Technology: Byisk Boilers Works (RU)

Financing: Own equity, short-term loans

Carbon finance: ~75% of total

Project status: Implemented

JI status: Determination successful; seeking host country approval

Sustainable development benefits:

b Reduced local air pollution

b Reduced fuel costs to companies

Existing Gas Boilers

Khimprom Waste Coke Gas Utilisation, 

Western Siberia, Russia

Old Natural Gas Pipeline


