Public Disclosure Authorized

Public Disclosure Authorized

The World Bank
Brazil Electromobility and Energy Transition Finance Project(P504543)

Project Information Document (PID)

Concept Stage | Date Prepared/Updated: 12-Jul-2024 | Report No: PIDDC00785




The World Bank

Brazil Electromobility and Energy Transition Finance Project(P504543)

BASIC INFORMATION

A. Basic Project Data

Project Beneficiary(ies) Operation ID

Brazil, Brazil P504543

Region Estimated Appraisal Date
LATIN AMERICA AND 24-Sept-2024
CARIBBEAN

Financing Instrument Borrower(s)

Investment Project Caixa Economica Federal

Financing (IPF)

Proposed Development Objective(s)

Operation Name

Brazil Electromobility and Energy Transition Finance
Project

Estimated Approval Date Practice Area (Lead)
30-Jan-2025 Transport

Implementing Agency

The Program Development Objective (PrDO) is to promote the decarbonization of urban transport by fostering the

transition to e-buses.

PROJECT FINANCING DATA (USS, Millions)

Maximizing Finance for Development

Is this an MFD-Enabling Project (MFD-EP)? No
Is this project Private Capital Enabling (PCE)? Yes
SUMMARY
Total Operation Cost 500.00
Total Financing 500.00
of which IBRD/IDA 500.00
Financing Gap 0.00
DETAILS
World Bank Group Financing
International Bank for Reconstruction and Development (IBRD) 500.00

Page 1



The World Bank
Brazil Electromobility and Energy Transition Finance Project(P504543)

Environmental and Social Risk Classification Concept Review Decision

Substantial The review did authorize the preparation to continue

Other Decision (as needed)

B. Introduction and Context
Country Context

1. Propelled by a successful COVID-19 vaccination campaign rising demand for services, and fiscal stimulus, Brazil’s
economy continues its recovery, with GDP growing at 2.9 percent in 2022. The labor market improved, particularly for
women and youth, with unemployment falling to 7.9 percent by December 2022, down from 11.1 percent in December
2021. Persistent inflation (5.6 percent as of February 2023) led to a monetary policy rate increase to 13.75 percent to
anchor 2023-24 inflation expectations. Improved revenues, economic recovery, and high global commodity prices resulted
in a 12-month public sector primary surplus of 1.2 percent of GDP. Public debt decreased to 72.9 percent of GDP as of
January 2023, a reduction of 5.4 percentage points. GDP growth is expected to slow to 0.8 percent in 2023 due to domestic
monetary tightening, persistent inflation, and global economic deceleration, but is projected to accelerate to 2.0 percent
in 2024 with a more accommodative monetary policy, easing inflation, and higher global growth. The fiscal balance is
expected to deteriorate in 2023, with a projected primary deficit of 0.7 percent of GDP due to higher social expenditures
and lower economic activity.

2. With this economic recovery, poverty is estimated to have dropped from 28.4 percent in 2021 to 25 percent in
2022%, responding to increased job opportunities and an expansion of the Bolsa Familia cash transfer program. A real
increase in minimum wages, combined with a major overhaul of Bolsa Familia and planned additional benefits for families
with children, is expected to reduce poverty to 23.9 percent in 2023. Further reductions may occur as the economy
recovers, but despite earlier social gains, poverty and disparities remain significant. Before the pandemic, one in five
Brazilians were chronically poor; the pandemic widened existing inequalities, and nearly half of Brazil’s children are
growing up in poor households.

3. Brazil faces significant climate change impacts compounded by deforestation, land degradation, and the use of
fossil fuels by the transportation sector. The temperature and rainfall patterns in the country are changing and could
push an additional 800,000 to 3 million Brazilians into extreme poverty by as soon as 2030. While continued deforestation
in the Amazon and Cerrado biomes remains an urgent concern, emissions from the energy and transport sectors have
increased at an unprecedented rate. The energy sector, Brazil's third-largest source of greenhouse gas (GHG) emissions,
has seen a 12.2 percent spike, the most significant has been in the past 50 years. Almost half of these emissions stem from
the transportation sector, which predominantly depends on fossil fuels. In 2021, transportation emissions amounted to
204 million tCO2e, constituting 8.5 percent of Brazil's overall emissions. To put this in perspective, emissions from
transportation in Brazil now is nearly double the emissions resulting from deforestation in the Cerrado biome.?

1 Using the recently published US$6.85 PPP line for UMIC economies.

2The Climate Observatory, “Analysis of Brazilian Greenhouse Gas Emissions and Their Implications for Goals of Climate of Brazil 1970-2019: Greenhouse Gas Emission
and Removal Estimation System (SEEG 8),” The Climate Observatory, Brazil, 2020, https://seeg-

br.s3.amazonaws.com/Documentos%20Analiticos/SEEG _8/SEEG8 DOC ANALITICO SINTESE 1990-2019.pdf
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Sectoral and Institutional Context

4. The urban passenger transport system plays a fundamental role in providing access jobs and opportunities,
especially in a highly urbanized country as Brazil, where 88 percent of the population resides in urban areas.> However,
it is a significant source of GHG emissions and air pollutants, impacting climate change, air quality, and public health. The
transport sector, the second-largest GHG emitter, contributes about 20 percent of global emissions, with urban passenger
transport accounting for half. The increasing demand for cars and motorcycles has led to higher GHG emissions, increased
pollution,* road crashes, and competition with public transportation. From 2008 to 2018, Brazil’s motorization rate grew
over 50 percent, with car ownership rising from 19.6 to 31.5 per 100 residents, and motorcycle ownership increasing by
85 percent, from 6.9 to 12.8 per 100 people.’ If current trends continue, GHG emissions from the transport sector could
double by 2050, underscoring the urgent need for decarbonization to achieve carbon neutrality and mitigate climate
change impacts.®

5. A high-quality and reliable public transportation system is essential for increasing access to opportunities for
low-income individuals and for accelerating the transition towards low-carbon, climate-resilient, and inclusive urban
development. Public transport in Brazil accounts for 28 percent of all passenger trips, with bus transport making up 90
percent of these trips.” Buses are crucial for low-income families and women, who heavily depend on public transport,
especially in major cities. For instance, in Salvador, 48 percent of public transport passengers have a household income of
up to 2 minimum wages, with 62 percent being women and 92 percent identifying as Black or Brown. In S3o Paulo, one-
third of bus users are from low-income households earning up to 2 minimum wages, with women making up 55 percent
of users. Strengthening public transportation is an effective way to catalyze socioeconomic inclusion in cities. Attracting
more passengers from cars and motorcycles to public transport also boosts city productivity by reducing traffic and travel
times, while also reducing GHG emissions and the negative externalities of the sector.

6. Brazil has been one of the global leaders in building mass transit systems in the Latin America and the Caribbean
Region (LAC). Since the successful implementation of a bus rapid transit (BRT) system in Curitiba in 1974, Brazil has built
over 800 of kilometers (kms) of BRT systems across 22 cities. The country has also built/repurposed 1,194 kilometers of
rail systems spanning 22 rail systems in 11 metropolitan areas,® often utilizing innovative Public-Private Partnership (PPP)
arrangements for construction and operation. Brazil has also set the benchmark in LAC for the formalization of bus
transportation systems. Since the 1960s, Brazil transformed bus services in several cities from individual operators to
corporate service provision by adopting a regulated public transport model where the state defines service conditions—
vehicle type, routes, frequency, fare—and the private sector operates them under public control.® Along with
developmental progress at both the institutional and regulatory levels, there have also been achievements in the

3 88 percent of the population lives in urban areas. Source: https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS?locations=BR

4 Air pollution is the highest environmental risk to health, and estimates that air pollution is related to approximately 4.2 million deaths per year worldwide, of which
approximately 44 thousand occurred in Brazil World Health Organization — WHO. Health Brazil 2018: An analysis of the health situation and chronic diseases and
conditions: challenges and perspectives. Brasilia, 2019. Available at:
http://bvsms.saude.gov.br/bvs/publicacoes/saude_brasil_2018_analise_situacao_saude_doencas_agravos_cronicos_desafios_perspectivas.pdf>.

5> Observatory of the Metropoles. State of individual motorization in Brazil 2019 - 2019 Report. Available at: <https://www.observatoriodasmetropoles.net.br/wp-
content/uploads/2019/09/mapa_moto2019v2.pdf>.

6Sims, R. (2014). Projections of GHG Emissions in the Transport Sector. Environmental Science & Policy, 38, 1-10.

7SIMOB, ANTP. (2018). NTU Yearbook 2022 — 2023. National Association of Urban Transport Companies.

8 ITDP Brasil. (2019). Medium and High Capacity Transport in Brazilian Cities: How the equitable distribution of opportunities and transport infrastructure in cities can
improve the quality of life for the population and help tackle climate change. MobiliDADQOS in Focus - Bulletin #4, October 2019. Retrieved from http://itdpbrasil.org/wp-
content/uploads/2019/02/MobiliDADOS Boletim1.pdf

9 Vasconcellos, E. A., & Mendonga, A. (2010). National Public Transport Policy in Brazil: Organization and Implementation of Bus Corridors. Instituto Movimento, Sdo
Paulo. Study financed by the Volvo Foundations, supported administratively and technically by ANTP. Published in Revista dos Transportes Publicos - ANTP, Year 33,
3rd quarter.

Page 3


https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS?locations=BR
http://itdpbrasil.org/wp-content/uploads/2019/02/MobiliDADOS_Boletim1.pdf
http://itdpbrasil.org/wp-content/uploads/2019/02/MobiliDADOS_Boletim1.pdf

The World Bank
Brazil Electromobility and Energy Transition Finance Project(P504543)

introduction of fare collection systems, revenue management systems using clearing houses and escrow accounts, and
the development of dedicated transport infrastructure such as yards, terminals and ITS.

7. Before the COVID-19 pandemic, Brazil had a well-established financing market for bus fleet renewal with bus
operators, achieving the lowest average bus fleet age in the LAC region by 2020, at just six years. Local financial
institutions, typically commercial banks, provided loans to the sector and developed expertise in evaluating project risks.
Bus manufacturers also offered loans to operators through their financial arms. National development banks, mainly
BNDES and CAIXA, acted as second-floor banks to on-lend to bus manufacturers' financial arms. However, BNDES and
CAIXA could not directly finance bus operators due to their limited creditworthiness.’® These development banks conduct
more comprehensive risk assessments and often do not consider buses as collateral, as they usually hold no real value to
these banks. As a result, the premiums charged by commercial banks and bus manufacturers averaged 200 to 300 basis
points above reference interest rates.

8. Since the pandemic, public transportation systems have faced rising financial challenges and increased sector
risks. Public transport demand had been declining slowly over the past decade, but this decline was exacerbated by the
pandemic.! Between 2020 and 2021, demand and revenue for public transportation in Brazilian cities dropped drastically
by 25 to 80 percent,’? pushing some services to the brink of fiscal collapse. Along with this drop, fares have been frozen
since the pandemic, leaving systems without a natural financial mechanism to compensate for the observed inflation in
recent years. As a result, operators have struggled to fulfill contractual obligations for service frequency and fleet renewal,
exacerbated by deteriorating corporate governance and aggressive cost-cutting measures. The total financial loss of the
public transportation system was estimated to be approximately $7.25 billion by 2023.33

9. The reduced profitability, combined with increased capital costs, has impacted bus operators’ ability to access
financing for working capital and bus renewal. Refinancing debt or acquiring new debt has been challenging given the
current financial market conditions. Compared to 2020, reference interest rates have increased by approximately 1175
basis points, reaching a peak of 1375 basis points in 2023.%* Consequently, operators have become increasingly indebted
and unable to invest in new capital. The market appetite of financiers to finance these systems, particularly commercial
banks, has decreased due to the high perceived risk of systems failing to honor financial obligations. These barriers to
accessing financing are illustrated by the rising average age of the country’s bus fleet, which has increased by
approximately 28 percent since the start of the pandemic, with some cities operating vehicles that are over 13 years old.

10. In response to the COVID-19 pandemic, the Federal and local governments increased subsidy support for OPEX
to the public transportation systems. Approximately USS 493 million in federal emergency subsidies were provided to
keep public transportation systems operating during the pandemic.™ In total, 539 cities, 19 states, and the Federal District

10 The Refrota Program, launched in 2017 by the Ministry of Cities and operated by Caixa Econdmica Federal with FGTS resources, aimed to finance the renewal of the
diesel bus fleet. It offered favorable terms, including 6 percent annual interest rates, up to 20 years of amortization, and a 48-month grace period. However, private
sector access to credit was hindered by risk analyses, leading to bus manufactures banks to secure loans and re-lend to operators at compounded rates.

11 Between 2013 and 2017, there was a 25.9 percent reduction in paying passengers.

12 Moovit. (2021). Moovit Global Public Transit Report 2020. Sdo Paulo. Accessed in https://moovitapp.com/insights/pt-
br/Moovit_Insights_%C3%8Dndice_sobre_o_Transporte_P%C3%BAblico-
countries?__hstc=171844735.b39e2e49ae9ee15bd4ad4ade3008182ce.1620593087241.1620593087241.1620593087241.1& _ hssc=171844735.1.1620593087242&__
hsfp=2197297766.

13 NTU - National Association of Urban Transport Companies. (2023). Public Bus Transport: Impacts of the COVID-19 Pandemic (February 2020 to April 2023).

14 Banco Central do Brasil

15 From 4.5 years before the pandemic to 5.8 years after.
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received support.t® After this federal program ended, many local governments have begun subsidizing the OPEX of public
transport. Before the pandemic, only 25 systems had public subsidies; post-pandemic, 153 one-time subsidies were
implemented, with 59 becoming permanent.!’ Cities like Belo Horizonte, Salvador, and Rio de Janeiro have recently
enacted laws to permanently introduce subsidies tied to performance indicators. However, relying on subsidies for OPEX
is neither efficient nor sustainable long-term. In S3o Paulo, from 2006 to 2022, operational costs rose 20 percent more
than inflation, while fare revenue fell 41 percent, increasing the need for subsidies from 10 percent to 50 percent.
Additionally, these subsidies do not cover capital expenses (CAPEX, such as bus fleet renewal) and do not address
structural issues limiting commercial bank financing. The subsidies were introduced ad hoc and depend on yearly public
budget cycles, adding to overall risks.

11. Grants and subsidy support to OPEX can be reoriented toward CAPEX to capitalize on the opportunities that
electric vehicles offer to expedite the decarbonization of the public transport system and prevent service decline.
Although electric buses (e-buses) are initially three to four times more expensive than diesel buses, their operational costs
are only 30 percent of those of diesel buses, offsetting their higher upfront costs.'® Furthermore, e-buses provide a higher
social cost-benefit ratio due to lower GHG emissions compared to Diesel VI and Biodiesel, an estimated economic value
of $5,000 over their lifetime.'® E-buses also enhance the quality of public transportation and improve the overall user
experience. E-buses are quieter, more modern, and present an opportunity to introduce new technological features that
elevate service quality, such as air conditioning, Wi-Fi, USB chargers, and low-floor entrances, which enhance comfort and
accessibility. Additionally, the telemetry systems in e-buses improve monitoring and maintenance. A survey in Chile
showed that 83 percent of users appreciated the lower pollution, better air conditioning, smoother ride, and reduced
noise of e-buses, with 89 percent willing to wait longer for these buses due to their greater comfort and sustainability. 2°

12. Moreover, the Total Cost of Ownership (TCO) for e-buses is expected to become lower than diesel buses in the
coming years. Around 40 percent of an electric vehicle's cost is tied to the battery, and rapid technological advancements
have been decreasing battery costs by 7 percent annually. Consequently, the premium for electric vehicles is expected to
drop to 25-40 percent by 2030, eventually reaching cost parity with diesel buses. Brazil, a major bus producer, has
significant potential to become a hub for e-bus production in LAC, making prices more attractive. The Brazilian industry
ranks third globally in manufacturing diesel bus chassis and bodies, serving domestic and export markets. Companies like
Electra, BYD, Mercedes-Benz, and Scania produce e-bus chassis in Sdo Paulo, while Caio and Marcopolo manufacture bus
bodies, and Volvo, Weg, and Moura produce monobloc e-buses and battery cells. They can supply over 4,000 e-buses
annually to the national market. The recent addition of 77 e-buses to Sdo Paulo's fleet in December 2023, all domestically
produced, showcases the potential for collaboration among these manufacturers.

13. However, until electric vehicles achieve capital cost parity with diesel buses, a significant financing gap for e-
buses will remains. While local governments are willing to switch to e-buses for their economic and environmental

16 Government of Brazil. (n.d.). Federal Government completes payment of aid for free public transportation for the elderly to states and municipalities. Retrieved
from https://www.gov.br/mdr/pt-br/noticias/governo-federal-finaliza-pagamento-do-auxilio-para-a-gratuidade-do-transporte-publicos-de-idosos-a-estados-e-
municipios.

17 public Transportation by Bus: Impacts of the COVID-19 Pandemic (February 2020 to April 2023). Available at:
https://www.ntu.org.br/novo/upload/Publicacao/Pub638168022171830458.pdf

18 See annex 2.

19 The Economics of Electric Vehicles for Passenger Transportation, The World Bank Group, 2023.
https://openknowledge.worldbank.org/entities/publication/a2948821-50df-5304-94d0-0db5a6e338c5

20 World Bank. (2020). Lessons from Chile’s Experience with E-mobility: The Integration of E-Buses in Santiago. Report No: AUS0001853. Washington, DC: The World
Bank.
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benefits, the market has not provided affordable commercial financing at the necessary scale for rapid adoption. The
financial crisis affecting bus operators has led the public sector to drive this transition, with municipalities increasingly
seeking federal support. The federal government recently announced the "New Growth Acceleration Program" (Novo
PAC), which includes financing for 2,500 electric buses for 46 cities.?! Despite these efforts, this financing covers only 2.5
percent of the national fleet and falls short of city requirements. It also excludes funding for additional investments in
charging infrastructure, e-bus adaptations, and other critical areas beyond fleet acquisition.

14. Expanding programs that support this transition through CAPEX support will need to adapt de-risking
mechanisms and alternative business models.?’> These new business models should also consider introducing
conditionalities for an improved service provision. This will require analyzing existing regulatory frameworks to ensure
that the newly proposed business models can be effectively adopted by both local authorities and existing operators.
These models can still capitalize on transferring risk to the private sector in areas where the sector is more capable of
managing project risks. For instance, the government could lease bus fleets to the private sector, compensating based on
kilometers operated and meeting specific service standards, including frequency, gender, and accessibility considerations.
Robust policies and sector enhancements can expedite this process, attracting increased Private Capital Mobilization
(PCM) and investment in the medium to long term.

15. Moreover, bridging the viability gap with public sector support can achieve significant development outcomes,
such as restoring the sector's credibility with commercial banks and private financiers. However, budget constraints and
sovereign debt capacities may limit their ability to meet the required scale. A more cost-effective and scalable solution
will require developing financing mechanisms that leverage private capital and distribute the higher capital costs of electric
vehicles over time. This includes the implementation of guarantee mechanisms to mitigate the risk associated with the
creditworthiness of operators; for instance, providing first-loss partial credit guarantee to financial institutions, unlocking
commercial financing at concessional rates for the purchase of electric vehicles.

16. As cities advance in the adoption of e-mobility, as well as energy transition in various other sectors, energy
demand will increase significantly. It is estimated that global electricity demand could grow by up to 60 percent by 2040,
driven by the widespread adoption of electric vehicles and renewable energy sources.?® In Brazil, electricity demand in the
transportation sector could grow by up to 30 percent in the next decade due to the electrification of the vehicle fleet.?*
Brazil's energy matrix is well-positioned for this transition, with 86.8 percent of electricity generated from renewable
sources, including 72.4 percent from hydropower.? Although the increase in demand can be accommodated by the
generation system and the transmission network without major difficulties, significant investments and reinforcements in
the medium and high voltage distribution network will be necessary to meet this growth. In Sdo Paulo, for example, which
has planned to replace 2,600 buses with e-buses by 2025, some bus depots receiving fleets larger than 60 buses will
require connection to high-voltage networks. Investments in the electrical grid will be necessary, including the installation
of substations and other equipment to provide the necessary power for recharging vehicles in these depots. Reinforcing

21 Source: https://www.gov.br/cidades/pt-br/novo-pac-selecoes/mobilidade-urbana-sustentavel-renovacao-de-frota

22 In most bus concession contracts in Brazil, operators are responsible for acquiring and operating buses, receiving performance-based compensation for capital
expenditures (CAPEX) and operational expenses (OPEX) through fare revenue and subsidies. Instead of concessionaires handling the full responsibility for acquiring e-
bus fleets—leading to higher costs due to CAPEX reimbursement through the Internal Rate of Return (IRR) and limited access to low-rate credit—municipalities are
adopting new business models. These models separate fleet provision from bus operations and fare management, leveraging specialized private sector participants to
enhance efficiency.

2 |EA Global EV Outlook 2024. Accessed in: https://www.iea.org/reports/global-ev-outlook-2024/outlook-for-electric-mobility

24 Brazil. Ministry of Mines and Energy, Energy Research Office. Decennial Energy Expansion Plan 2030. Brasilia: MME/EPE, 2021.

25 Brazil. Ministry of Mines and Energy, Energy Research Office. National Energy Balance 2023: Base Year 2022. Rio de Janeiro: EPE, 2023.
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the electrical distribution grid requires significant investment and is often underestimated in electromobility projects,
potentially becoming a bottleneck for large-scale implementation.

17. The proposed Brazil Electromobility and Energy Transition Finance Project (the “Project”), requested by the
Caixa Economica Federal (CEF), second largest state-owned bank in Brazil, aims to promote the decarbonization of
urban transport and the energy transition. This project addresses current market limitations in financing decarbonization
initiatives by introducing electric vehicles and associated facilities for public transportation, as well as investments in
energy distribution to prepare cities for the transition. It also seeks to support and strengthen the institutional capacity of
cities during this transition and enhance local capabilities to adopt alternative business models that more effectively
transfer risks to the private sector. Furthermore, the project aims to improve CEF's fiduciary capacities to appraise, finance,
and access sustainable finance markets, adhering to international best practices in environmental and social standards,
gender inclusion, procurement, and carbon markets.

Relationship to CPF

18. The proposed Program aligns with the Country Partnership Framework (CPF) for the period FY2024-28%, The
project is significant for Higher-Level Outcome 3 — “A Greener Economy with Reduced Vulnerability to Climate Shocks”, as
the decarbonization of public transport, through the promotion of green transport solutions, specifically electromobility,
aligns with Objective 3.2. “Expand the clean energy matrix”. Additionally, the reduction of emissions and the promotion
of sustainable, high-quality public transport services aim to drive municipalities into a low-carbon resilient city, in line with
Objective 3.3 “Increase the climate resilience of urban centers”. Furthermore, the project is also relevant to Higher-Level
Outcome 1 — “Greater Productivity and Employment Opportunities”. It aims to create a competitive environment for
acquiring electric buses and foster the development of this market in the country. This aligns with the objectives of
Objective 1.2: “Promote greater and greener innovation and competitiveness”, and Objective 1.4: “Expand and modernize
infrastructure”. Additionally, it will support the Green Recovery/Climate Agenda as a critical objective.

19. The proposed Program will also support low-carbon and inclusive mobility, which is fully aligned with the Bank’s
twin goals, the World Bank’s Climate Change Action Plan (CCAP), the Latin America and Caribbean Roadmap for Climate
Action?, and the Global Challenges Program (GCP). It will contribute to reducing urban poverty and fostering shared
prosperity by improving the transport conditions for socioeconomic groups that disproportionately rely on transit to
access job opportunities and services. Improving public transport supports climate mitigation in one of the five key systems
prioritized in the CCAP (“Transport” and “Cities”) and directly addresses one of the main pillars of transitioning the
transport system (“Mobility and Access”). A greener, more inclusive, and climate-resilient recovery supported by the
project is aligned with the recommendations of the recently completed LAC Roadmap and Brazil’s Country Climate and
Development Report (CCDR), which identifies investments in low-carbon transport as a key strategy to achieve carbon
neutrality by 2050. The Program is also aligned with the Energy GCP, supporting the phasing down of fossil fuels by
decarbonizing the transport sector.

C. Proposed Development Objective(s)
20. PrDO Statement. The Program Development Objective (PrDO) is to accelerate the transition to improved and
zero-emission public transport by fostering the adoption of e-buses.

26 The CPF was endorsed by the World Bank’s Board of Executive Directors on March 14, 2024. World Bank. Brazil - Country Partnership Framework for the Period
FY24-FY28 (English). Washington, D.C.: World Bank.
https://documentsl.worldbank.org/curated/en/099031824151014222/pdf/BOSIB1a9c64a780861b8d01b824b30cdb50.pdf

27 World Bank, Green, Resilient, and Inclusive Development (Washington, DC: World Bank, 2021), https://openknowledge.worldbank.org/handle/10986/36322.
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Key Results (From PCN)

21. Proposed PrDO indicators:

e Electromobility and associated infrastructure projects financed through project-supported loans (number of
systems benefited).

e Total studies financed through the project facility (number).

e Millions of people benefiting from improved access to sustainable transport infrastructure and services
(number).

e GHG emissions avoided by the public transport bus fleet (number - TonCO2e).

D. Concept Description

22. The proposed project aims to support the decarbonization and energy transition of Brazilian cities and
companies by financing sustainability-linked projects in urban transport and energy sectors. This initiative will reduce
GHG emissions in public transport and prepare urban areas for greater adoption of electromobility. It offers an integrated
package of financing and technical assistance, divided into two main components: financing electric buses, associated
infrastructure and the generation and distribution of clean energy, and providing technical assistance to Caixa and final
borrowers for project design and implementation. The World Bank will provide funds to Caixa Econémica Federal (CEF),
which will then lend to the final borrowers. The program will offer a national credit line with competitive rates and
technical support for decarbonization projects, available to both public and private sectors, including states,
municipalities, consortia, private operators, and other CEF infrastructure clients.

Components and Subcomponents Description

23. Component 1: Investment in electromobility and clean energy projects (USS 470 million). This component aims
to finance the decarbonization of public transport and prepare cities for the energy transition.

24, Subcomponent 1.1: Decarbonize public transport with e-buses and associated infrastructure (USS 300 million).
his subcomponent focuses on e-mobility projects targeting the decarbonization and modernization of bus fleets and
improving the quality and efficiency of public transport systems. Eligible projects include, but are not limited to, acquiring
e-buses, infrastructure works and charging equipment, adaptations in garages and terminals, paving and signaling
investments, and technological innovations such as Intelligent Transportation Systems (ITS) and electronic ticketing
systems, along with complementary urban infrastructure for sustainable mobility. Potential clients are primarily in the
public sector, particularly medium and large municipalities committed to financing e-buses. Strategies will be developed
to expand private capital mobilization, exploring financial solutions to extend financing to the private sector in a later
project phase.

25. Subcomponent 1.2: Decarbonize energy generation and distribution (USS 170 million). This subcomponent
supports clean energy generation and the reinforcement of energy distribution infrastructure to meet the increased
demand from electromobility and the energy transition in various sectors. The focus is on both public and private sectors,
regardless of their direct association with electromobility projects. Eligible items for financing include, but are not limited
to, photovoltaic panels, electrical distribution network upgrades, energy storage solutions, and smart grid technologies.
Potential clients include municipal governments seeking to reduce carbon footprint and energy costs, private companies
transitioning to renewable energy sources, public transportation operators implementing e-bus fleets, and energy utilities
investing in grid enhancements for increased electrification demand.
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26. Component 2: Technical Assistance and Management (USS 30 million). This component provides technical
assistance and supports project management to ensure the successful implementation and sustainability of the
investments.

27. Subcomponent 2.1: Project facility for end-borrowers (USS 25 million). This subcomponent aims to create a
project facility with technical assistance for municipalities, private companies, and bus operators to structure projects and
conduct feasibility studies, increasing the success of e-mobility and clean energy initiatives. Technical assistance includes
feasibility studies, economic-financial modeling, development of business models and contractual addendums, TCO
analysis and tariff impact assessment, preparation of basic and executive projects for adaptation works, operational
planning of electric bus fleets, sizing of charging infrastructure, and management of environmental and social risks.

28. Subcomponent 2.2: CEF Institutional Strengthening for Project Implementation (USS 2 million). This
subcomponent aims to strengthen CEF's institutional capacity for project implementation. Key initiatives include training
CEF's technical team for evaluating electromobility projects, standardizing processes, and validating technical analyses.
Consultancy will be provided for preparing standard loan contracts and creating contractual addendum models to ensure
legal security in bus operations. Additional support includes accreditation with the Green Climate Fund, integrating ESG
practices, validating economic-financial models, structuring guarantee programs for the project's second phase, and
institutionalizing Gender Tag practices in contracts. These actions aim to create a solid foundation for project
implementation and sustainability, ensuring compliance with international standards and operational efficiency in
electromobility investments.

29. Subcomponent 2.3: Carbon Market (USS 3 million). This subcomponent focuses on training CEF's team to operate
in the carbon market and supporting the implementation of an MRV (Monitoring, Reporting, and Verification) platform.
This will enable CEF to act as an intermediary in the carbon credit market, consolidating demand from e-bus projects.
Revenue generated will be passed on to final clients through improved financing conditions, such as reduced interest
rates, or as grants to cover feasibility study costs.

Legal Operational Policies

Triggered?
Last approved Current
Projects on International Waterways OP 7.50 No
Projects in Disputed Area OP 7.60 No

Summary of Screening of Environmental and Social Risks and Impacts

The environmental and social risks are provisionally rated as substantial because the sizes and the site locations of
photovoltaic farms that may be financed by Caixa as part of the Project are still unknown. The Project will support Caixa
to conduct a specific, identifiable end use of proceeds to finance public/private sub-borrowers — not yet defined — that
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meet the eligibility criteria of fostering energy transition (ET) through acquisition of electric buses/recharge
infrastructure, generation of clean energy from renewable sources, and implementation of sustainable urban
infrastructure. The electrification of urban bus fleets is associated with positive impacts on public health and minor OHS
concerns. However, photovoltaic farms are often associated with a myriad of site-specific environmental and social
impacts, including: a) the temporary increase of traffic of heavy machinery, noise pollution, potential impacts on cultural
heritage sites, and ordinary impacts related with the influx of laborers during the construction stage; b) permanent
changes to the landscape and aesthetic disturbances in neighboring communities; c) impacts on the quality of water
resources, the runoff and flow of water streams; d) soil contamination, formation or worsening of erosion processes; e)
generation of solid waste and liquid effluents; f) loss of habitats, areas of native vegetation or connectivity between
them and disturbance and displacement of fauna; g) OHS risks that workers in the photovoltaic manufacturing process
face due to the use of toxic chemicals; and h) adverse impacts on livelihoods/socioeconomic well-being of
rural/traditional communities due to land use changes or physical/economic displacement. In Brazil, they have raised
criticisms from CSOs representing these vulnerable social groups. Caixa’s Environmental and Social Management System
(ESMS) comprises all the elements required under ESS 9. In 2022, Caixa’s Board of Directors endorsed its Policy of Social,
Environmental and Climate Responsibility (PRSAC) and approved the constitution of a Sustainability Committee, a
collegiate body responsible for advising on issues related to sustainability and ESC responsibilities. PRSAC sets clearly
defined procedures for screening/categorizing ESC risks of loans and for managing ESC risks/impacts throughout
projects’ implementation. The ESC risk assessment considers the sector of activity, the Borrower’s ESC system and track-
record and specific ESC risks/impacts of the proposed loans/subprojects. ESC risk management measures are
proportionate to risk level and higher risk projects must follow the Equator Principles. During preparation, Caixa’s ESMS
will be further assessed and the E&S risk rating will possibly be downgraded given a) the robustness of the Brazilian
environmental licensing legislation and b) the organizational capacity and competency of Caixa for implementing its
well-developed ESMS, assessing and managing environmental, social and climate risks in its portfolio. Additional
measures needed to improve E&S risk management specifically for the part of Caixa’s portfolio supported by the Project
(if any) will be agreed and included in the Project’s Environmental and Social Commitment Plan.

CONTACT POINT

World Bank

Abel Lopez Dodero
Senior Transport Specialist

Luis Alberto Andres
Sector Leader

Borrower/Client/Recipient

Caixa Economica Federal
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