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Project Discription: Green finance has been developed in a rapid way
in China since the issue of the Guiding Ideas about Construction of the
Green Financial System by seven ministries and commissions such as
People’ s Bank of China. By taking the energy saving reconstruction of
public buildings in key cities promoted by the Ministry of Housing and
Urban—rural Development, this project explores the green finance system
in the field of energy saving reconstruction of public buidings. Firstly,
it analyzes current conditions of financing for energy saving
reconstruction of public buildings, and predicts demands on financing,
and identifies barriers to financing. Secondly, based on current
conditions in development of green finance, it proposes specific schemes
for green finance development in the field of energy saving reconstruction
of public buildings based on specific case analysis. Thirdly, it proposes
to perfect financial products including green credits, green funds and
green bonds and establish the project library for energy saving
reconstruction of public buildings and perfect recommendations for
guiding ideas on energy saving reconstruction of public buildings in key
cities supported by green finance including energy information service
and disclosure system, so as to provide competent departments with
suggestions. In addition, the project promotes to formulate related
policy documents and standard srecommendations, so as to perfect the



establishment of the green financial system of energy saving
reconstruction of public buildings in China.
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Summary

With high energy consumption and huge emission reducing potential,
public buildings involve in an important field in energy saving of
buildings. The pilot work of energy saving reconstruction of public
buildings in key cities has been implemented by Ministry of Finance of
the People’s Republic of China and Ministry of Housing and Urban-rural
Development (hereinafter referred to as “two ministries”) since 2011.
Shanghai, Tianjin, Shenzhen and Chongqing are determined as the first
batch of key cities, and eight other cities such as Ji’'nan and Qingdao are
determined as the second batch of key cities. Each city is required to
finish energy saving reconstruction of public buildings of 2 — 4 million
square meters within 3years, to achieve energy consumption reduction in
unit covered area of at least 15% after the reconstruction. It is detected
during the promotion of the energy saving recosntruciton of public
buildings in key cities that key cities lead the development of market
mechanism in a positive way, and they encourage the application of the
contracting energy management mode. However, there are still problems
such as difficulty in energy saving amount check, failure in promotion of
financial resources, difficulty in financing by energy saving service

companies and slow development in energy saving reconstruction market.



The green finance has been developed in a rapid way in China since
the issue of the Guiding Ideas about Construction of Green Financial
System by seven ministries and commissions such as People’s Bank of
China in 2016. In 2017, the Ministry of Housing and Urban-rural
Development and China Banking Regulatory Commission determined to
start a new batch of key cities. Based on experiences and lessons from the
first two batches of key cities, the market-oriented reconstruction
mechanism will be further explored in the new batch of key cities, so as
to promote applications of contract energy management and PPP. At the
same time, with the background of increasingly compressed scale of
special fund for energy conservation and emission reduction of central
finance and increasingly intensive fiscal policy transformation
expectation, competent units in key cities are encouraged to explore the
way to marketization of energy saving reconstruction in public buildings
by taking green finance as the important financing channel. According to
current works related to energy saving of buildings, energy saving
reconstruction of public buildings is one of the fields with the largest
marketization application degree, which can be taken as the entry for
cultivation and development of green financial system in the energy
saving of buildings.

Therefore, the project conducts research on the following contents

by taking the promotion of green financial development of energy saving
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reconstruction of public buildings in key cities as the main objective:

(1) Arrange current conditions in energy saving reconstruction
of public buildings, and prediect demands on financing, and identify
barriers to financing.

At present, the financing modes for energy saving reconstruction of
public buildings mainly include thhe government financing mode, the
contract energy management financing mode, the owner self-raised
financing mode and the bank loan mode. The planning target of energy
saving of public buildings of all provinces in the whole country during
the “13" five-year-plan” is 150 million square meters. On this basis, the
low expected financing demand during the “13™ five-year-plan” is 13
billion yuan; the high expected financing demand during the period is 90
billion yuan. When calculating based on the area of existing public
buidings with value of reconstruction, the total potential investment
demand is about 870 billion yuan. However, there are a series of barriers
to financing for energy saving reconstruction of public buildings such as
lack of long-term efficient incentive policies, insufficient awareness on
energy saving reconstruction by related bodies, unfavorable existing
public budget system in promoting spontaneous energy saving
reconstruction behaviors, difficulty in financing by energy saving service
companies, lack of standards for reconstruction and difficulty in energy

saving amount check.
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(2) Arrange current conditions in development of green finance
at home and abroad, and propose schemes for green financing based
on energy saving reconstruction of public buildings.

Financing institutions shall take influences of environmental factors
into consideration in financing decision, and shall invest more fund in
enterprises and projects with sustainable development such as
environment protection, energy saving and emission reduction and
resource recycling utilization through a series of institutional arrangement
and product innovation. At the same time, financing institutions shall
reduce investment in enterprises and projects with high pollution and
energy consumption, so as to promote sustainable development in
economy. Based on the arrangement to current conditions of green
finance development at home and abroad, this project analyzes cases of
energy saving reconstruction of public buildings supported by green
finance, including first level of investment and financing market,
secondary transfer market and derivative trading market. In addition,
innovations in future financial products such as right to yields of energy
saving and revenue bond of energy saving are proposed.

(3) Propose policy suggestions in energy saving reconstruction of
public buildings supported by green finance.

The policy suggestions include releasing of incentive documents,

formulating of energy saving amount checking guidelines, establishing of
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project library for energy saving reconstruction of public buildings and
perfecing of information disclosure mechanism. Key cities of energy
saving reconstruction of public buildings are encouraged to develop by
promoting contracting energy management mode by means of policies,
public finance and finance. On this basis, financial products such as green
bonds, green credits and green funds are proposed to support for energy
saving reconstruction of public buildings.

(4) Take up the research on pilot cities.

Four cities, i.e., Qingdao, Chongqing, Shanghai and Shenzhen, are
selected in the research as pilot cities. Based on field investigation,
research analysis is conducted on implementation conditions, main
innovative practices in energy saving reconstruction supported by
financial means and financing reconstruction modes in various cities, to
conclude favorable experiences and practices as well as identify problems,

laying a solid foundation for further research of the project.
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