STANDARD LETTER OF AGREEMENT BETWEEN
THE UNITED NATIONS DEVELOPMENT PROGRAMME AND
BOLSA DE VALORES DE CABO VERDE ON THE IMPLEMENTATION OF AN
INTEGRATED NATIONAL FINANCING FRAMEWORK (INFF) AND THE INTEGRATED
SUSTAINABLE AND INCLUSIVE FINANCE PROJECT WHEN UNDP SERVES AS
IMPLEMENTING PARTNER

Your Excellency,

1; Reference is made to the consultations between officials of the United Nations
Development Programme (hereinafter referred to as “UNDP”) in Cabo Verde and officials of Bolsa
de Valores de Cabo Verde with respect to the realization of activities by Bolsa de Valores de Cabo
Verde in the implementation of the project 00128842 INTEGRATED NATIONAL FINANCING
FRAMEWORK and 00126408 INTEGRATED SUSTAINABLE AND INCLUSIVE FINANCE
PROJECT, as specified in Attachment 1: Project Document, to which UNDP has been selected as
implementing partner.

2. In accordance with the Project Document and with the following terms and conditions, we
confirm our acceptance of the activities to be provided by Bolsa de Valores de Cabo Verde towards
the project, as specified in Attachment 2: Description of Activities (hereinafter referred to as
“Activities"). Close consultations will be held between Bolsa de Valores de Cabo Verde and UNDP
on all aspects of the Activities.

3. Bolsa de Valores de Cabo Verde shall be fully responsible for carrying out, with due
diligence and efficiency, all Activities in accordance with its Financial regulations, rules and other
directives, only to the extent they are consistent with UNDP’s Financial Regulations and Rules. In
all other cases, UNDP's Financial Regulations and Rules must be followed.

4, In carrying out the activities under this Letter, the personnel and sub-contractors of Bolsa
de Valores de Cabo Verde shall not be considered in any respect as being the employees or agents
of UNDP. UNDP does not accept any liability for claims arising out of acts or omission of Bolsa de
Valores de Cabo Verde or its personnel, or of its contractors or their personnel, in performing the
Activities or any claims for death, bodily injury, disability, damage to property or other hazards that
may be suffered by Bolsa de Valores de Cabo Verde, and its personnel as a result of their work
pertaining to the Activities.

5. Any subcontractors, including NGOs under contract with Bolsa de Valores de Cabo Verde,
shall work under the supervision of the designated official of Bolsa de Valores de Cabo Verde.
These subcontractors shall remain accountable to Bolsa de Valores de Cabo Verde for the manner
in which assigned functions are discharged.

6 Upon signature of this Letter, UNDP will make payments to Bolsa de Valores de Cabo
Verde, according to the schedule of payments specified in Attachment 3: Schedule of Activities,
Facilities and Payments.

7 Bolsa de Valores de Cabo Verde shall not make any financial commitments or incur any
expenses which would exceed the budget for the Activities as set forth in Attachment 3. Bolsa de
Valores de Cabo Verde shall regularly consult with UNDP concerning the status and use of funds
and shall promptly advise UNDP any time when Bolsa de Valores de Cabo Verde is aware that the
budget to carry out these Activities is insufficient to fully implement the project in the manner set
outin the Attachment 2. UNDP shall have no obligation to provide Bolsa de Valores de-Cabo Verde
with any funds or to make any reimbursement for expenses incurred by Bo;‘sa*b‘e Vafores de Cabo
Verde in excess of the total budget as set forth in Attachment 3. 4 e ;




8. Bolsa de Valores de Cabo Verde shall submit a cumulative financial report each quarter
(31 March, 30 June, 30 September and 31 December). The report will be submitted to UNDP
through the UNDP Country Director or UNDP Resident Representative within 30 days following
those dates. The format will follow the standard UNDP expenditure report [a model copy of which
is provided as Attachment 4]. UNDP will include the financial report by Bolsa de Valores de Cabo
Verde in the financial report for 00128842 INTEGRATED NATIONAL FINANCING FRAMEWORK
and 00126408 INTEGRATED SUSTAINABLE AND INCLUSIVE FINANCE PROJECT.

9. Bolsa de Valores de Cabo Verde shall submit such progress reports relating to the
Activities as may reasonably be required by the project manager in the exercise of his or her duties.

10. Bolsa de Valores de Cabo Verde shall furnish a final report within 12 months after the
completion or termination of the Activities, including a list of non-expendable equipment purchased
by Bolsa de Valores de Cabo Verde and all relevant audited or certified financial statements and
records related to such Activities, as appropriate, pursuant to its Financial Regulations and Rules.

i Equipment and supplies that may be furnished by UNDP or procured through UNDP funds
will be disposed as agreed, in writing, between UNDP and Bolsa de Valores de Cabo Verde.

12. Any changes to the Project Document which would affect the work being performed by
Bolsa de Valores de Cabo Verde in accordance with Attachment 2 shall be recommended only
after consultation between the parties.

13. For any matters not specifically covered by this Letter, the Parties would ensure that those
matters shall be resolved in accordance with the appropriate provisions of the Project Document
and any revisions thereof and in accordance with the respective provisions of the Financial
Regulations and Rules of the Bolsa de Valores de Cabo Verde and UNDP.

14, The arrangements described in this Letter will remain in effect until the end of the project,
or the completion of activities of Bolsa de Valores de Cabo Verde according to Attachment 2, or
until terminated in writing (with 30 days notice) by either party. The schedule of payments specified
in Attachment 3 remains in effect based on continued performance by Bolsa de Valores de Cabo
Verde unless it receives written indication to the contrary from UNDP.

18 Any balance of funds that is undispersed and uncommitted after the conclusion of the
Activities shall be returned within 90 days to UNDP.

16. Any amendment to this Letter shall be effected by mutual agreement, in writing,

17. All further correspondence regarding this Letter, other than signed letters of agreement or
amendments thereto should be addressed to Steven Ursino, Head of UNDP, UNICEF & UNFPA
Joint Office a.i. UN Building, Achada Santo Antonio, Praia, Cabo Verde.

18. Bolsa de Valores de Cabo Verde shall keep the UNDP Country Director/Resident
Representative fully informed of all actions undertaken by them in carrying out this Letter.

19. UNDP may suspend this Agreement, in whole or in part, upon written notice, should
circumstances arise which jeopardize successful completion of the Activities.

20. Any dispute between the UNDP and Bolsa de Valores de Cabo Verde arising out of or
relating to this Letter which is not settled by negotiation or other agreed mode of settlement, shall,
at the request of either party, be submitted to a Tribunal of three arbitrators. Each party shall
appoint one arbitrator, and the two arbitrators so appointed shall appoint a third arbitrator, wha shall

be the chairperson of the Tnbunal lf within 15 days of the appo:ntmem of two arbltratét'




of Justice to appoint the arbitrator referred to. The Tribunal shall determine its own procedures,
provided that any two arbitrators shall constitute a quorum for all purposes, and all decisions shall
require the agreement of any two arbitrators. The expenses of the Tribunal shall be borne by the
parties as assessed by the Tribunal. The arbitral award shall contain a statement of the reasons
on which it is based and shall be final and binding on the parties.

21. If you are in agreement with the provisions set forth above, please sign and return to this
office two copies of this Letter. Your acceptance shall thereby constitute the basis for your Bolsa
de Valores de Cabo Verde participation in the implementation of the project.

Yours sincerely,
Signed on behalf of UNDE.

Steven Ursino, Head of UNDP, UNICEF & UNI nt Office a.i.

3/17/2021

Miguel Pedro Sousa 'fhe Board of Directors
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Project Document

Blu-X

Leveraging Sustainable Finance for the Blue Economy

Based in Cabo Verde, Blu-X aims to become a regional platform for listing sustainable
and inclusive finance instruments oriented towards the blue economy.

Over recent years, demand for ‘sustainable’ or ‘impact’ investments has surged, while
massive growth in the ocean economy is expected over the next 15 years, especially in
sustainable shipping, ports, offshore wind, marine aquaculture, fish processing, waste
management, and the renewable energy transition.! Housed at the Cabo Verde Stock
Exchange, the Blu-X platform will facilitate investment in innovative and sustainable
maritime economy projects, unlocking private finance for high-impact ventures.

Value of global ocean assets estimated at US§ 24 trillion, making it the 7% largest
economy in the world

90% of world trade is through shipping

Marine fisheries contribute US$ 270 billion to global GDP and employ 10-12% of
world population

Aquaculture accounts for mere than 50% of global seafood production

Coral reefs drive up to US$ 36 billion annually in revenue

Growth in ocean economy expected to outpace global growth over next 15 years
Fastest growth expected in offshore wind, marine aquaculture, fish processing and
ports

Volume of seaborne trade expected to double by 2030 and quadruple by 2050
Ocean based jobs are expected to increase 120% between 2010 and 2030
Off-shore wind capacity set to reach 520 gw by 2050, up from 20 gw in 2018

By 2030 ocean industries will account for around 40 million full time jobs

On the investor opportunity side:

Global impact investing market above US$ 500 billion in 2019

Market has seen first issuance of ‘blue’ themed financial instruments but remains
underdeveloped

21% of impact investors currently target sdg14 (life below water) with their
investments but say they want to do mere

Gap in the market for financing ‘blue’ entreprencurs

Sustainable stock exchanges are not new. Blu-X builds on a tried and tested model and
applies it to a new and rapidly growing economic frontier. However, if successful, it will
be the world’s first platform that will exclusively display financial instruments dedicated
to a sustainable blue economy. It will offer innovative financial products, including
bonds, equities, and funds, providing investors with opportunities to deploy their capital
with sustainability and inclusivity in mind.

Blu-X also seeks to capitalize on Cabo Verde's natural position as a strategic pivot

! Caribbean Development Bank, Financing the Blue Economy: A Caribbean Development

Opportunity, 31 May 2018; Responsible Investor and Credit Suisse, Investors and the Biue—m—a

Economy, 20 January 2020; Organisation for Economic Cooperation and DeveIupm;nf T

Economy in 2020, 27 April 2016; World Bank Group, Toward a Blue Economy: A B’I;P

Sustainable Growth m!&:eﬁangﬁan 3 October 2016.
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between various regions with vast maritime economies spanning Africa, the Americas
and Europe as well as its leadership role among the world’s Small-Island Developing
States (SIDS). A user-friendly digital platform will connect Blu-X to regional and world
markets.

Blu-X provides Cabo Verde with an opportunity to be a pioneer in blue economy-
oriented sustainable finance, while orienting private capital in ways that serve people
and planet.

Why Cabo Verde?

Cabo Verde is uniquely positioned to host Blu-X due to its high governance standards,
strong institutions, and stable political environment, offering a potential leadership
opportunity with respect to sustainable finance among African countries.

As an archipelagic state, the ocean impacts every part of Cabo Verde's economy and
society. The blue economy has been identified as an SDG “Accelerator” and the
Government’s new blue economy strategy — a key component of its Ambition 2030 and
Strategic Plan for Sustainable Development (PEDS) - maps out its catalytic potential
across multiple Sustainable Development Goals (SDGs). While Ambition 2030 explicitly
lists Blu-X as a priority within its innovative sustainable finance strategy for resources
mobilization, the platform addresses the following PEDS objectives:

& o

PEDS PEDS Description Blu-X Contribution
Objective
Maritime Develop a logistics port for | Offers platform for listing bonds,
Platform transshipment and  supplies  for | funds, and other investment
international fleets of ships on their | instruments for the development of
routes, and develop transport of | ports and shipping services.
quality, reliable, sustainable, resilient
to support economic development and
human well-being.
Financial Transformation of Cabo Verde into a | Development of  sustainable
Platform marketplace for international business, | finance products, including blue,
including the creation of an | green, and other securities,
international financial center. attracting investments from
regional and world markets.
Commercial | Develop a platform for business | Pipeline  of  investment-grade
and Industrial | relocation and transformation in Cape | projects with sufficient absorption
Platform Verde within an International Center | capacity for large-scale investment
for Business and attracting FDI and | and identification of 1POs.
promoting the Endogenous Business
Initiative.
Digital and | Transform Cape Verde into a center | Establishment of Blu-X as an
Innovation for the development of the Digital and | accessible and user-friendly digital
Platform Nanotechnological Economy, | platform establishing links to
positioning the country as a reference | regional and world markets in
in Africa, in terms of innovation and | partnership with both existing and
knowledge; develop human skills and | emerging ICT systems in Cabo
promote a business environment | Verde
around ICT and R&D. E :
*Ethnic’ Develop conditions that can promote | Digital platform offers easy’ aceess-|-
Investment .| and.increase the participation of Cape | for  diaspora and  domestid
\["Werdeans living abroad and, also, | population to
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promote  ethnic  participation in | opportunities and  entry  of
economic and social development. innovative  projects/ideas  into
investment pipeline.

Improved Reform  policies, legislation and | Platform  reduces risks and

Business administrative processes that influence | transaction costs in exchange by

Climate the business environment; Contribute | offering transparent and reliable
to economic growth and creating more | information on investment
job  opportunities by improving | products. Platform offers link
competitiveness and the business | between innovative public, private,
environment and boosting private | and blended sustainable finance on
investment and growth (weight) of the | the one hand and blue economy
of the private sector in the Cape | projects/companies seeking
Verdean economy. investments on the other.

Use of Promote balanced, harmonious, and | Investment pipeline will focus on

endogenous ecologically  sustainable economic | endogenous resources and

resources development, transforming each island | domestic capacities. Examples of

into an economy according to its
comparative advantage(s).

future investment-grade projects
include domestic maritime
transport, aquaculture, expansion
of fisheries industry, marine

conservation for tourism, etc.

Sustainable

Transition to a safe and efficient and

Sustainable finance will include

Energy sustainable energy sector, reducing | blue, green and sustainability
dependence on fossil fuels and | bonds and funds adhering to strict
ensuring universal access and energy | norms and regulations in terms of
security. energy consumption associated

with their respective labels and/or
standards.  Financing will be
oriented towards the renewable
energy transition, especially in
terms of water desalination.

Modern and | Develop  resilient, reliable and | Mobilizing investment for the

secure sustainable infrastructures, and ensure | expansion of maritime transport

infrastructure

the conservation, use and maintenance
of the infrastructure network according
to these priorities to support economic
and social development, focusing on
equitable and affordable access for all

infrastructures and the reduction of
pollution, carbon emissions, and
other environmental risks
associated with maritime trade.

Conservation
of Bio-
diversity and
Environment

Promote and preserve biodiversity

through the sustainable use of
environmental resources for the
promotion of economic sectors;

namely tourism, agriculture, forestry,

livestock, and fishing. Implement
Management Plans for Protected
Areas.  Guarantee  environmental

quality, promote ecological awareness
and strengthen environmental licensing
and auditing systems.

Labels and standards (blue, green,
ESG, sustainability, social, SDG,
etc.) ensure adherence to norms,
rules and regulations pertaining to
environmental protection,
biodiversity, and sustainable use of
natural resources.

P
However, as a small island economy, Cabo Verde faces significant resource mohiliz‘aﬁen
constraints. These include a narrow revenue base, low external private lnv,éstlﬁehﬁ
(except for‘
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capacities and limited access to finance, lack of domestic market integration, and
isolation from world markets. Aid declined when the country graduated to middle
income status, contributing to rising public debt. Fragility arising from climate change is
increasing the costs of development.

Through Blu-X, Cabo Verde will demonstrate how a small ocean economy can
successfully transition away from aid dependence, diversify its sources of finance,
promote entrepreneurship, become more connected to key markets, and inspire other
small island developing states.

The transformative potential of Blu-X

Achieving a step-change transformation in the blue economy will only be possible if
investments are mobilized that adequately capitalize innovative entrepreneurial
activities. Yet significant challenges remain for mobilizing and attracting resources,
especially from the private sector, to transformational blue economy investments.

These challenges include limited awareness of blue economy business and investment
opportunities in Cabo Verde, especially among international investors, as well as low
capacities of small and medium-sized enterprises (SMEs), leading to a lack of
investment-grade projects. Furthermore, current investments remain concentrated in
tourism and fisheries concessions and uncertainty remains around how SMEs, which
represent 97% of businesses, can participate more actively in blue economy
opportunities. Bound by high transaction costs and limited savings derived from surplus
revenues, SMEs often lack the finance to implement or scale-up their ideas.

To help overcome these challenges, Blu-X will operate across six interlinked areas:

Outcome 1: Sustainable Finance and Impact Investment are leveraged for the Blue
Economy

1. Create a platform at the Cabo Verde Stock Exchange that will list and promote a
range of sustainable finance instruments certified via finance labelling
mechanisms to catalyze a step-change in private finance for the blue economy;

2. Develop criteria for labeling of ‘blue’ bonds, funds, and equities to list on Blu-X
and support issuers in fulfilling the platform’s labelling requirements;

3. Creating and list sustainable finance instruments (e.g. blue bond) to be listed and
traded on the platform

4. Build a pipeline of investment-grade projects, including bundled funds
comprised of diversified portfolios of domestic and international SME projects in
the blue economy and related areas (e.g. renewable energy transition, maritime
trade, tourism, etc.);

Outcome 2: Digital Interface is established to link the platform to regional and global
markets and to support transparency and financial inclusion

5. Support seamless global transactions on Blu-X through a focus on fintech and
digital infrastructure, connecting the exchange to regional and world markets;
and

6. Supply investors with requisite knowledge, data and information to ensure trust,

reliability and integrity as well as promote financial inclusion and acce551b111ty,-'_- 252 -
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especially for SMEs and Youth and Women Entrepreneurs. P

Blu-X will unlock fi ‘Eo_r:.jthe blue economy by offering a dedicated platfdijr}l fq‘_f




listing and trading certified ‘blue’ and other ‘sustainable’ securities, both domestically
and internationally. The platform will list securities from private and public entities as
well as support public-private partnerships, including debt-for-nature swaps. In
partnership with credible and established actors in global sustainable finance, Blu-X will
develop a ‘blue label’ to ensure both impact and transparency. Access will be restricted
to bonds, funds or equities that correspond to transparent sustainability norms,
certified via labels and standards, that fulfil the exchange’s disclosure and reporting
requirements.

‘Blue’ instruments specifically oriented to SMEs will also be developed, including
bundled fund listings that will reduce risk through diversification and facilitate access to
new market entrants. However, SMEs will not only benefit from bundled funds but also
from new market opportunities, or ‘spillover effects’, derived from demand for
complementary goods and services stimulated by a consolidated domestic market with
greater direct or indirect access to regional economic systems.

Blu-X will seek to reinforce Cabo Verde’s position as an inter-regional, or arguably even
global, pivot point.2 The platform not only seeks to serve Cabo Verde’s domestic market
capitalization needs but also serve the wider African and Atlantic regions. Through Cabo
Verde’s membership in ECOWAS, and the Community of Portuguese-Language Countries
(CPLP), as well as privileged access to US and EU markets, the platform seeks to attract
new market participants ranging from impact investors to brokers, fund managers,
SMEs and entrepreneurs. The operationalization of AfCFTA and its leadership role
among SIDS, especially in the Atlantic and Indian oceans, will provide further access to
growing markets and upscaling opportunities.

Figure 1 - Cabo Verde as a Pivot Point

Given that Cabo Verde’s securities-based market capitalization remains relatively small
at approximately 80 billion CVE (approximately 708 million EUR) in 2020,3 the regional
dimension could allow Cabo Verde to position itself as a hub for investments from
Africa, the Americas, and Europe that could allow the country to attract foreign direct
investment, particularly from entities interested in transatlantic trade and investment

i
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opportunities .The approach is consistent with the Addis Ababa Action Agenda by
seeking to “encourage impact investing, which combines a return on investment with
non-financial impacts.... such as development-oriented venture capital funds, potentially
with public partners, blended finance, risk mitigation instruments, and innovative debt
funding structures with appropriate risk management and regulatory frameworks. ...
We underline that regional markets are an effective way to achieve scale and depth not
attainable when individual markets are small.”*

Blu-X will also target the diaspora, which is concentrated in several strategic locations
including the Netherlands, Luxembourg, US, and Brazil by offering viable investment
products and opportunities for capital acquisition. This will build on the Government’s
work to strengthen links with its diaspora.

The Government’s digital transformation strategy also informs the Blu-X approach.
Cabo Verde's digital transformation plan aims to transform Cabo Verde into a “Cyber
Island”, connecting it to regional and global markets. Blu-X will offer an efficient, trusted,
and cost-effective digital platform to facilitate transactions at-scale that have
sustainability at their core. The approach capitalizes on a rapidly expanding global
market for sustainable investment products and increasing interest in the oceans,
driven by increasing concern over climate change and the environment among investor
communities and leading financial centers. It will also support smaller blue economy
businesses to improve their sustainability performance by providing them with
incentives and a trusted certification framework, thus increasing access to capital and
investment. Through the development of a user-friendly digital interface, Blu-X will
enable small-scale citizen investment, with a particular emphasis on attracting diaspora
investments.

In addition to the socioeconomic transformation, Blu-X also places climate change
mitigation and adaptation measures at the forefront. According to the EU: “Maritime
transport emits around 940 million tonnes of CO2 annually and is responsible for about
2.5% of global greenhouse gas (GHG) emissions (3rd IMO GHG study). These emissions
are projected to increase significantly if mitigation measures are not put in place swiftly.
According to the 3rd IMO GHG study, shipping emissions could under a business-as-
usual scenario increase between 50% and 250% by 2050, undermining the objectives of
the Paris Agreement.”s However, carbon dioxide emissions are not the only externality
that negatively impacts the environment as the pollution that ships produce in ports and
while at sea, including shipwrecks and use of unrefined oil, can have devastating effects
on local and regional ecosystems.
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Figure 2 — Blu-X as a catalyst for SDG acceleration

Implementation and Partnerships

As indicated above, the implementation of the Blu-X falls squarely within the scope of
Ambition 2030 and the SDG-aligned Strategic Plan for Sustainable Development (PEDS)
2017-21, especially the country’s strategy in terms of sustainable development finance
and the blue economy.

For this reason, the platform will be developed within the framework of ongoing
strategic initiatives and partnerships between the Government of Cabo Verde and the
UN Joint Office in Cabo Verde, especially the Integrated National Financing Framework
(INFF). Conforming to the development effectiveness principles of government
ownership and leadership, the principal counterparts in this regard will be:

e Office of the Prime Minister (focus on international promotion)

e Ministry of Finance / Directorate of National Planning (focus on sustainable
finance)

e Ministry of Maritime Economy (focus on blue economy investment pipeline)

Based on preceding exchanges with each of these entities concerning the
conceptualization and establishment of the Blu-X platform, the Office of the Prime
Minister reached out to UNDP with regards to making Blu-X the principal theme in its
blue economy promotion strategy in the context of the Ocean Race hosted by Cabo
Verde in October or November 2022. As such, timing will be critical, considering that the"
Blu-X platform must be operational before Quarter 4 2022, which also coincides WIfh
the first year of implementation of the PEDS II. Within the context of the implem(e_\npéitig’in L ™
process, a compreh n51 ﬁﬁh{*&;ﬁhotion strategy will be articulated in close collalﬁ_@rati{;n‘t i
with all stakeholders, ! 1
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Within this overarching governance framework, the technical implementation of the
platform is intended to maximize flexibility and opportunities for engagement with the
private sector, particularly entities operating in the areas of sustainable finance and
impact investments. For this reason, the principle partner at technical level will be:

e Cabo Verde Stock Exchange (Bolsa de Valores)

Indeed, Cabo Verde already possesses significant technical capacities through its Bolsa
de Valores (CVBV). Despite being relatively small in terms of only listing four companies
on its exchange, the CVBV has a demonstrated history of successfully listing and
auctioning bonds on its exchange.¢ While the CVBV has so far not listed bonds subjected
to sustainability labels or standards, this capacity will be developed and scaled up over
time through specific technical training to be offered by the LGX Academy (see below).
Once such an institutional framework is in place, it only takes a single security listing in
order to demonstrate the operationalization of the exchange, thus offering the
opportunity for a “quick win” that offers a proof of concept, while simultaneously
creating prospects for scaling up and attaining long-term impact. The platform would
emphasize attracting diaspora investment as well as public-private partnerships,
including debt-for-nature swaps.

International Implementation Partner:
e United Nations Development Programme (UNDP)

UNDP, as the lead implementing agency within the UN system, offers support,
knowledge, and expertise through its networks at local, regional, and global levels. At
country level, the platform will be supported principally by the Strategy and Policy Unit
but also through the Accelerator Lab and the Environment portfolio. At regional and
global level, further assets include the Finance Sector Hub and SDG Impact. Given its SDG
integrator role, UNDP is well positioned to offer the following value-added services with
respect to Blu-X:

1. Strategic guidance and advisory services, including support in the
identification and coordination of (prospective) national and international
partners

2. Support to the establishment and development of the Blu-X platform
through consultancy services and technical capacities within the framework
of the Development Finance Assessment, especially the Blue Economy ‘Deep
Dive’

3. Capacity building and training initiative in the area of sustainable finance in
partnership with the LGX Academy

4. Support to the establishment of the digital services for operationalizing the
platform in partnership with Cabo Verde’s domestic digital initiatives and
capacity

5. International outreach and promotion through UNDP’s regional and global
networks as well as through selected events and publications

From a policy and progammes perspective, this initiative falls within the scope of

6 An accessible overview of the bonds that were available on CVBV in 2017 is avallable here '
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UNDP’s governance, poverty reduction and socioeconomic development, as well as
climate change and environmental protection mandates. It falls within the scope of the
roll-out of an Integrated National Financing Framework, for which Cabo Verde has been
identified as a pioneer country, especially in terms of channeling and attracting private
sector resources and innovative finance for sustainable development objectives, notable
the SDGs. Blu-X will feature prominently in the Finance Strategy to be developed under
the guise of the Development Finance Assessment, a UNDP-led exercise. The innovative
approach of this platform also renders it relevant to the work of the UNDP Accelerator
Lab mandate, notably due to its focus on the blue economy.

Finally, it offers a significant contribution to the private sector dimension of the COVID-
19 national response and recovery plan (NRRP) articulated jointly between the
Government of Cabo Verde and the UNCT, notably in terms of revival of the tourism
sector and expansion of the maritime economy. The NRRP is intended to offer a bridge
to PEDS I, commencing in 2022, which is expected to maintain the focus on innovation
and technology in the context of Cabo Verde’s status as a LMIC. Support for the
implementation of the Blu-X platform therefore will help position UNDP in terms of its
contribution to Cabo Verde's ambitions and strategic objectives for sustainable
development within the context of the SDGs and the 2030 Agenda.

Other International partners:

e Luxembourg Green Exchange (LGX)
e LGX Academy (in partnership with the IFC and House of Training)
e Luxembourg Financial Labelling Agency (LuxFLAG)

Luxembourg, a key development partner in Cabo Verde, hosts one of the world’s most
successful sustainable finance platforms: the Luxembourg Green Exchange (LGX). LGX
offers sustainable finance expertise and support through its LGX Academy. The LGX has
also expressed the possibility of ‘mirroring’ bonds and funds listed on Blu-X, as it
already does with green financial instruments listed on the Shanghai exchange. The
Luxembourg Financial Labelling Agency (LuxFLAG) is a global leader in labeling of
sustainable securities (mostly bonds and funds). Together, these partners could provide,
inter alia, capacity development for the Bolsa de Valores to build technical capacities for
listing of blue securities and impact investment products.

UN System Partners

e United Nations Environment Programme (UNEP)
e United Nations Conference on Trade and Development (UNCTAD)

UNEP and UNCTAD lead the Sustainable Stock Exchanges Initiative. They offer relevant
capacities, including technical guidance and links to peer exchanges as well as SME
capacity development.
Additional partners could include:

- World Bank and IFC

- African Development Bank

- Climate Bonds Initiative

Private Sector Partners

The private sector will be-an indispensable component in terms of creating a pipeline of | |
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investment-grade projects and possibly listing companies conforming to certified SDG
impact or other sustainability criteria.

Strategic partnerships and communications

Blu-X will focus on relevant strategic priorities in support of the 2030 Agenda, notably
deployment of sustainable finance instruments to increase resource flows at-scale for
integrated solutions and systematic scaling-up of innovative solutions to provide substantial
added value to country level SDG efforts. To this end, new strategic partnerships will be a
crucial component for driving this initiative forward.

In terms of strategic communication, the Cabo Verde Government has also made significant
efforts to host the 2022 Ocean Race, which they seek to use as an international platform to
promote and diversify its economic structure through the blue economy and tourism. The
Office of the Prime Minister has reached out to UNDP CO with a request to identify
synergies between this event and its relevant programmes, notably as a means of promoting
the Blu-X platform among impact investors and capital markets at regional and global levels.




Project Document

PLANNED ACTIVITIES TIMEFRAME RESPONSIBLE PLANNED BUDGET
List all activities including M&E to PARTY vz
EXEECTED OUYEURS be :zﬂmﬂnn_wmﬂ during the year 2021 _4 2022 Source of Funds | Budget Description Amount
towards stated CP outputs % 0 T _ Qi _ @ g (for 2021 n__.h_m_.wh..
Outcome 1. Activity 1. X X Bolsa de INFF / TRAC-2 | Capacity Building | 150,000 USD.
Sustainable Finance and Create a platform at the Cabo Valores, Office and Technical T
Impact Investment are Verde Stock Exchange that of the Prime Assistance
leveraged for the Blue will list and promote a range Minister, UNDP
Economy of sustainable finance & LGX Academy
instruments certified via
finance labelling mechanisms
to catalyze a step-change in
private finance for the blue
economy;
Activity 2. X X Bolsa de INFF / TRAC-2 | Technical 50,000 USD +
Develop criteria for labeling Valores, Assistance 50,000 USD
of 'blue’ bonds, funds, and Ministry of to be
equities to list on Blu-X and Finance, mobilized
support enterprises to fulfil LuxFLAG, UNDP
the platform’s labelling
requirements;.
Activity 3. X X X Bolsa de TRAC-2 Technical 50,000 USD +
Create and list at least one Valores, Assistance 50,000 USD
sustainable finance Ministry of to be
instrument (e.g. blue bond) Finance, mobilized
listed on the platform Treasury, UNDP
Activity 3. Build a pipeline of | X X X X Ministry of INFF / Consultancy and | 150,000 USD
investment-grade projects, Finance (DNP), | TRAC-2 Technical
including bundled funds ProCapital, Assistance
comprised of diversified ProEmpresa,

portfolios of domestic and
international SME projects in
the blue economy and related
areas (e.g. renewable energy
transition, maritime trade,
tourism, etc.);

UNDP, Private
Sector
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Output 2. Digital Interface is | Activity 1. Support seamless Bolsa de TRAC-2 Technical 70 000USD
established to link the global transactions on Blu-X Valores, NOSI & assistance and N ASA u
platform to regional and through a digital interface UNDP digital services B
global markets and to (internet site and app) using Accelerator Lab
support transparency and fintech and innovative digital
financial inclusion services, connecting the

exchange to regional and

world markets

Activity 2. Supply investors Ministry of TBD Technical 50,000 USD

with requisite knowledge, Finance, Bolsa assistance and to be

data and information to de Valores, BCV, digital services mobilized

ensure trust, reliability and
integrity as well as promote
financial inclusion and
accessibility, especially for
SMEs and Youth and Women
Entrepreneurs

INS, UNDP,
LuxFLAG




dro

Relevant INFF Outputs implemented by UNDP (extracted from UN Joint SDG Fund
Joint Programme):

Output 1.3: A Capacity building platform is installed for human and institutional
capacities of key actors from public and private sectors are strengthened to ensure the
quality of program and results-based planning and budgeting processes within the
National Planning System

Activity: Capacity building on program-based planning and budgeting; data collection
and analysis, management of innovative financing instruments; transparency and
integrity mechanisms

Output 2.1: National Planning System and National Investment System are strengthened
into an intersectoral, multilevel governance (decision/policy making) and monitoring
system for PEDS, Ambition 2030, and SDGs

Activity: Integration of impact investment and SDG financing reporting to increase
financial monitoring and transparency of both public and private sector

Output 2.2: The legal and policy framework is improved, and match-making platforms
are installed, to attract sustainable, inclusive private investment

Activity: Design and implementation of legal and policy framework for innovative
financing instruments/solutions geared towards the achievement of the SDGs

Activity: Integration of the SDG impact instruments and seals to set standards and label
sustainable investments




Relevant TRAC-2 Indicators of Success (extracted from UNDP Cabo Verde project
on Integrated Sustainable and Inclusive Finance):

Indicator: Number of innovative and sustainable financial instruments for the blue
economy (bond, fund, security, etc.) formally agreed and listed on the Sustainable
Finance Platform pipeline

Baseline: 0

Target: 1

Source of data: Bolsa de Valores de Cabo Verde Annual Report

Timeline for target: 31/12/2021

Indicator: Establishment of an SSC Action Plan, including pipeline of largescale
investment-grade projects, encompassing Cabo Verde and at least 1 SSC partner, with
clear entry points and corresponding added value for UNDP support

Baseline: 0

Target: 1

Source of data: SSC / Development Effectiveness Report

Timeline for target: 31/12/2021

Indicator: (CPD Indicator 4.3.1) Extent to which the sustainable development financing
strategy with related coordination tools is elaborated

(Rating scale from 0-3: 0. The sustainable development financing strategy with related
coordination tools not elaborated; 1. The sustainable development financing strategy
with related coordination tools at the initial stage of elaboration; 2. The sustainable
development financing strategy with related coordination tools partially elaborated; 3.
The sustainable development financing strategy with related coordination tool fully
elaborated)

Baseline: 2

Target: 3

Source of data: Ministry of Finance

Timeline for target: 31/12/2021

Indicator: (CPD Indicator 4.1.1) Extent to which women's and youth groups have
strengthened capacity to engage in critical development issues through
digital/innovative solutions

(Rating Scale from 1-3: 1. Not adequately - capacities do not show improvement, even if
some actions have been undertaken to strengthen them; 2. Partially - capacities show
some of the improvements required to engage in critical development issues; 3. Largely
- capacities required to engage in critical development issues are largely of fully in
place)

Baseline: 2

Target: 3

Source of data: Youth and women organizations reports

Timeline for target: 31/12/2021




Risks:

Risks Probability | Impact Mitigation strategy
The COVID-19 | Medium Medium In the event of a further largescale
situation, especially in lockdown, some reprogramming may be
the case of lockdown, required to mitigate immediate effects and
may compromise the impacts (similar to 2020); however, since
implementation and the proposal already targets COVID-19
achievement of  the recovery and the pandemic has been
expected results accounted for in the design, these changes
should be minimal.
Reduced human | Medium Medium The establishment of the core inter-
resource capacities at the ministerial team to lead and manage the
national level which process
might entail a slow
uptake
Due to the geographic | Low Medium Design virtual platforms through IT
location/isolation of the means, for exchange programmes, and
country, there is a risk of other initiatives aimed at connecting the
non/poor connection country officials, business representatives,
internally and externally youth, etc. with their peers and with youth
empowerment entities on the continent.
Elections (legislative | Medium Medium 1) Acceleration of measures right after the
and presidential in 2021) installation of new Government as
-- election year will consequence of legislative elections; 2)
affect the availability of the appointment of a focal point in each
government officials and implementing partner responsible for
timely execution of execution that is strongly engaged.
program
Difficulties in | Low Medium Use of UNDP rosters, close collaboration

recruitment of suitable
high-level experts for
innovative interventions,
particularly with regards
to digital and/ or
sustainable finance

with UNDP’s regional and HQ services
(Finance Sector Hub, Global Policy
Network, Accelerator Labs, UNDP’s
Digital Strategy), possible pooling of
funds for a competitive international
procurement process for a technical
assistance facility.




Annexes:

1. Letter of Interest from Cabo Verde Bolsa de Valores
2. World Bank Note on Blue Bonds in Cabo Verde (2020)




Attachment 2

DESCRIPTION OF ACTIVITIES

Project number: 00128842 Project title: INTEGRATED NATIONAL FINANCING FRAMEWORK
Project number: 00126408 Project title: INTEGRATED SUSTAINABLE AND INCLUSIVE
FINANCE (UNDP TRAC-2)

Results to be achieved by

1.

Bolsa de Valores de Cabo Verde will establish and host ‘Blu-X', a regional platform dedicated to
sustainable finance with the objective of capitalizing the domestic and regional blue economy.
In order to contribute to the operationalization of Blu-X, the following results should be achieved
by the end of 2021

Platform at the Cabo Verde Stock Exchange created that is capable of listing and
promoting, especially at regional and global levels, a range of sustainable finance
instruments certified via finance labelling mechanisms to catalyze a step-change in
private finance for the blue economy;

Transparent criteria for labeling of ‘blue’ bonds (and possibly funds and equities)
developed to list certified blue financial instruments on the Blu-X platform and support
issuers in fulfilling the platform’s labelling requirements;

Seamless global transactions on Blu-X are supported through a digital interface (website
and smartphone app) that will connect the exchange to regional and world markets,
while offering the technical capacities and framework to supply investors with requisite
knowledge, data and information to ensure trust, reliability, inclusion, accessibility, and
integrity once the platform is operational.

Work to be performed by Bolsa de Valores de Cabo Verde

Create a platform at the Cabo Verde Stock Exchange that will list and promote a range
of sustainable finance instruments certified via finance labelling mechanisms to catalyze
a step-change in private finance for the blue economy;

Training on Sustainable Finance (offered by LGX Academy) for key personnel at the
Bolsa de Valores, government officials (Ministry of Finance and Ministry of Foreign
Affairs), the key players in the domestic financial ecosystem (ProGarant, ProCapital, and
ProEmpresa), and relevant private sector entities (e.g. banks);

Establishment of an institutional / legal basis (e.g. subsidiary entity or creation of new
department) for the platform (Blu-X) at the Bolsa de Valores;

Creation of a secretariat composed of personnel with executive and administrative
competencies for the issuing, listing and trading of sustainable finance instruments on
the platform (Blu-X);

Development of strategic partnerships, communication, promotion and outreach
mechanisms that will attract regional and global impact investors and other sustainable
finance actors at regional and global level to the Blu-X platform. This approach will be
detailed via the development of an partnerships and outreach strategy during Q22021




&2

Strategic Partnerships, Communication, Promotion and Outreach

2. Transparent criteria for labeling of ‘blue’ bonds (and possibly funds and equities)
developed to list certified blue financial instruments on the Blu-X platform and support
issuers in fulfilling the platform’s labelling requirements;

In close partnership with one or more established and reputable organizations in
sustainable finance at the global level, the Bolsa de Valores will develop a framework
with specific blue economy criteria for the labeling of 'blue’ bonds (and possibly funds
and equities, if appropriate at this stage) to list sustainable finance products on the Blu-
X platform and support issuers in fulfilling the platform’s labelling requirements when
listing securities. The objective of this result is to enable the issuing of a first blue bond
in Cabo Verde, in partnership with the Ministry of Finance and the Treasury in the case
of a sovereign bond or with the private sector in the case of a corporate bond, by the
end of 2021. The ability of SMEs to access finance via these the sustainable finance
instruments should be a particular focus in the establishment of the labeling criteria.

3. Seamless global transactions on Blu-X are supported through a digital interface (website
and smartphone app) that will connect the exchange to regional and world markets,
while offering the technical capacities and framework to supply investors with requisite
knowledge, data and information to ensure trust, reliability, inclusion, accessibility, and
integrity once the platform is operation.

Contracting of IT services for the creation of a high-tech digital interface (including

internet site and smartphone application) capable of:

a) connecting the exchange to regional and world markets;

b) providing investors with requisite knowledge, data, and information;

c) presenting information in an accessible and user-friendly manner to promote
financial literacy, financial inclusion (focus on youth ages 18-35 and women), and
investor responsibility (especially ESG); and

d) listing and trading financial instruments in a manner accessible to both large and
small-scale investors, including the diaspora, in order to promote financial inclusion.

Description of inputs:

Provide a detailed description of the project inputs by activity. This may include personnel,
contracts, training, equipment, miscellaneous and micro-capital grants.

1. Create a platform at the Cabo Verde Stock Exchange that will list and promote a range
of sustainable finance instruments certified via finance labelling mechanisms to catalyze a
step-change in private finance for the blue economy;

Training on Sustainable Finance offered by LGX Academy (including logistics, IT equipment
rental, and catering).

Personnel services for the Blu-X platform's secretariat

Consultancy services for development of strategic partnerships

Implementation of communication, promotion and outreach mechamsms (e g- HUVGT’[ISIHQ g

campaign, promotional items, videos, event partlmpatlon travel, etc) /




2. Transparent criteria for labeling of ‘blue’ bonds (and possibly funds and equities)
developed to list certified blue financial instruments on the Blu-X platform and support issuers
in fulfilling the platform's labelling requirements;

Contracting of consultancy services for the establishment of a Blue Bond label

3 Seamless global transactions on Blu-X are supported through a digital interface
(website and smartphone app) that will connect the exchange to regional and world markets,
while offering the technical capacities and framework to supply investors with requisite
knowledge, data and information to ensure trust, reliability, inclusion, accessibility, and integrity
once the platform is operation.

Contracting of IT specialists / consultants to create a website and smartphone application with
requisite capabilities in terms of listing and trading financial instruments accessible to both
large and small-scale investors, including the diaspora, in order to promote financial inclusion

Q- 7~
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Attachment 4

MODEL UNDP EXPENDITURE REPORT

Period
EXPECTED PLANNED Planned Budget Payments and Expenditures
CcP ACTIVITIES Budget Amount | Payments | Expenditures | Balance
OQUTPUTS | Listall Description received
and activities to be

indicators undertaken

including during the year
annual fowards stated
targets outputs

Total




