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Defining climate finance ""wrblen?fy

Definition of climate finance by the Standing Committee on Finance

Climate finance aims at reducing emissions, and enhancing sinks of greenhouse
gases and aims at reducing vulnerability of, and maintaining and increasing the
resilience of, human and ecological systems to negative climate change impacts.

 Local  Public

« Adaptation from developed

« Mitigation

 National e Private
 Transnational e Alternative

to developing

* Dual benefits countries

Paris Agreement: milestone of international climate negotiations

= 179 Parties have ratified it as of today (of 197 Parties to the UNFCCC)

= main goal: limiting global temperature rise to well below 2°C (ideally 1.5°C)
above pre-industrial levels

» to be reached by implementing the so-called (Intended) Nationally
Determined Contributions ((I)NDCs) » Significant investment needs!
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International climate finance needs
-]

Investment needs according to ()NDCs of Non-Annex Il parties: USD > 4.4 tn

.| UsDbillion | USDbillion/year

Total investment needs referred to in conditional INDCs 4.4841 3492
(includes both un- and conditional elements)

» Total investment needs for mitigation 1,967
« Total investment needs for adaptation 618
« Unspecified (potentially including cross-cutting 1,899

or integrated approaches with adaptation and
mitigation elements)

Source: Germanwatch, Perspectives, 2016.

From national budgets International investment
USD 57 bn (total)3 ?

Notes

1 Sum of quantified total investment needs referred to in INDCs with conditional aspects. In most cases, it is not clear how much of this amount will be
covered by national budgets. Around 56% of the total amount can be attributed to India. Iran also has a relatively large share with around 19%.

2 Annual approx., determined from different periods mentioned (between different INDCs, but also between mitigation and adaptation within one
INDC) such as 2015-2030, 2020-2025, 2020-2030, 2015-2035. For INDCs with target year 2030 but no start year, timeframe 2020-2030 is assumed.

3 As stated by 19 countries

www.renac.de
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Relevance of international climate finance | ""wrfn?ns

Global climate finance flows put in perspective

Estimated finance volume (developed/developing) in 2013 — 2014: USD 714 bn

...Vis-a-vis annual investment needs 2015

Etfonomic inssles I!ealkisiate ?3!7313 Inves:ment

. rom natura at Risk in in Fossil Ener,
— 2030 for a sectoral transformation: §— cuioes i e t:‘“
« Infrastructure: USD 6 tn $181 bn ol vle) yer

 Energy: USD 1.1 tn N i IEA 201

Global Total

...vis-a-vis losses and risks associated with

climate change: Uz[ullgsém?

* Natural catastrophes (average annual 7100
cost 2005 — 2015): USD 181 bn

* Real Estate Assets at risk in 2070: o
USD 35 tn (total value) ’

Total Assets Under Manage-

ment in 2014
...vis-a-vis other annual investment flows: {??a.s.t"; cmflm
i ctions in the 5
* FOSSII Energy USD 16 tn Boston Consulting Group 2015 Msl ltINDE
i A1n
» Assets under management in 2014: =
USD 75 tn i

Source: UNFCCC SCF, 2016.
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International climate finance provision

UN target for int. climate finance: USD 100 bn per year by 2020

« By 2020, public climate finance is forecast to increase to
USD 67 billion by 2020 (OECD using existing pledges)
m) target only achievable with private sector

* Private finance mobilisation potential depending on:
« share of projects with a direct private finance
mobilisation potential in the portfolios of bi-
/multilateral actors
 ratio between (attributed) private finance
mobilised and public finance

« 2020 — 2025: continue existing target

« By 2025, a new climate finance target is to be set
« Starting with a floor of USD 100 bn

Total public finance
66.8

www.renac.de
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Private
co-finance
attributed to

developed

29.5
Multilateral
public finance
attributed to
developed
countries

37.3
Bilateral public
finance

(includes
contributions
to the Green Climate
Fund and to
UN Specialised
Bodies)

Source: OECD, 2016.
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Sources, intermediaries and recipients nrenac

- /7]
B private
Multilateral Development B public

Finance Institutions

National Public
Institutions

general tax base
revenues

State Actors

CLIMATE FINANCE

Recipients: governmental, private and non-governmental entities in developing countries

www.renac.de
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Financial instruments
-]

Breakdown of total climate finance by instrument (2012-2016, USD bn)

" INSTRUMENTS

Balance sheet

Project debt Low-cost Project equity Grants Unknown

Project debt

Balance sheet : : Project level
) . Debt financing :
financing equity
= finance delivered = sub-commercial = investor as a part = de-risking = commonly used
to a direct debt or rate loans by public owner of a project instrument where a for non-revenue
equity investment Fls with a higher risk guarantor provides generating activites
by a company or FlI and higher profit a guarantee in and provided by
= commercial rate assumed exchange for a fee bilateral and
loans by private international Fls

commercial banks

www.renac.de 9
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LANDSCAPE OF CLIMATE FINANCE IN 2015/2016 410 5% O KoLy

) . o ) ) . AVERAGE INITIATIVE
Global climate finance flows along their life cycle in 2015 and 2016. Values are average of two years' data, in USD billions.
SOURCES AND INTERMEDIARIES INSTRUMENTS RECIPIENTS USES
Which type of organizations are sources or What mix of financiaf Daes climate finance go through What types of
intermediaries of capital for climate finance? instruments are used? public or private channels? activities are financed?

¢ 3 gencies Public $52
SR R Unknown $5
Budgets $11 O ke
National $58 Private NGOs and
. H )
Low-cost Project Foundations $2 Dual benefits $5
Bilateral $19 Debt $42
Multilateral $46 ik 53
_ nknown
. &
Climate Funds $2 ; g Q-‘&Q
Project-level
Commercial Financial o | Market Rate Debt o
Institutions $62 $142 Public/Private $4
Institutional Investors $2
Private Equity, Venture R . -
Capital, Infra. Funds $1 -
e = Project-level
Corporgte quity $38
Actors $37
Mitigation $382
Households $31
Private $288
Balance Sheet
Project Financing
ATV $167

$137

KEY PUBLIC FINANCIAL FINANCE FOR INVESTORS & LENDERS
MONEY MONEY TERVEDIARES [l IMTERMEDIARIES [Ny

Source: CPI, 2017.
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Public and private investors at a glance (2012-2016, USD bn)

/" PUBLIC SOURCES & INTERMEDIARIES N\
—— Development Finance Institutions | . ;
National Multilateral Bilateral g\f;:nmggss Climate Funds
o [69
60
40
20
0 2
- 92 93 ‘4 15 16 92 13 14 15 16 12 13 M 15 16 2 13 14 s 6 )
Source: OECD 2017; ODI 2017; CPI analysis
/" PRIVATE SOURCES & INTERMEDIARIES A
Project Corporate Households Commercial Financial  Private Equity, Venture Institutional
Developers Actors Institutions Capital, Infrastructure Funds Investors
..1 ................................
\_ 12 B M5 6 13 14 5 2 1B M %s

Source: BNEF 2017a; CPI analysis
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International climate finance flows

Sector focus: Energy

- Mitigation activities accounted for Solar PV Onshore Wind . |
an average of 93% of climate ; Global | +479 +16%
finance between 2015 and 2016. um:lz};:z average annual growth 353 average annual -
Of that investment, 74% was for Generation | T O | e
renewable energy generation. Capacity |- A 195
(GW)

* In 2015, total renewable energy
investment increased by 25% from
its 2014 level, driven by an
Increase in capacity additions
(China, U.S., Japan).

* Interestingly, for both 2015 and
2016, private investment in
renewable electricity generation
exceeded new fossil-fuel power
generation investment by over
100%.

www.renac.de

Levelized 17% -8%
Costof | [N\ = average annual ...... average annual decrease
Electricity decrease
(USD/MWh) | | N $120/
$365/
MWh -
......................... 0=
MWh
0 M 12 13 74 15 16 100m 12 13 14 15 16

Sources: Cumulative installed capacity figures see REN21, 201/, LCOE figures see
IRENA, 2015; IRENA, 2013; World Energy Council, 2016a; World Energy Council,
2016b; REN 21, 2017 Levelized cost figures are used for onshore wind only as the
majority of installed wind capacity globally is composed of onshore installation.
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International climate finance flows ""wrblen?fy

Was there a ‘Paris effect’ in mobilizing climate finance?

* Increase in overall finance in 2015: Not due to a major
scale up of public finance, (despite a small increase in A
grants provided as official development assistance), but PARIS2015
rather due to an increase in private finance.

COP21-CMP11

« But momentum in 2015 may result in a larger difference in future:

o private finance data noted Nauons umes
increases in direct investment by Conférence sur les Changements Climatiques 2015
B . . . COP21/CMP11
institutional investors and
increased lending by commercial
banks

Paris_-France f

o 43 governments committed $10.3
billion to the Green Climate Fund,
replacing much needed low-cost
or risk-taking capital

Source: UNFCCC, 2015..

www.renac.de
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2 Challenges to enable international
climate finance flows

Source: fotolia

www.renac.de 14
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Current support structure for access to finance ""Jb?”?nfi

What kind of support has been made available to potential recipients?

Integrated financing windows for capacity building (e.g. institutional
C::“mgte strengthening, accreditation support, strategic advice, project development)
Hnes Example: GCF Readiness and Preparatory Support Programme

Multi- & Readiness support programs by multi- and bilateral development agencies

e cIl and other experts offering capacity building (also in cooperation with Funds)
TA Example: UNEP / UNDP/ WRI GCF Readiness Programme; RENAC

Global initatives and think tanks increasing transparency within the international
climate finance landscape and supporting cooperation among stakeholders
Example: NDC Partnership Funding and Initiatives Navigator

Global
initiatives

www.renac.de
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LEGEND CONTRIBUTOR COUNTRIES
® Funds analyzed in

this report AUSTRALIA CANADA FRANCE JAPAN m DENMARK { GERMANY OTHERS
[ [¥]
|
v

= Implementing
agencies

= Funds not analyzed
in the report

[
|
*The CIFs are administered BILATERAL INSTITUTIONS vy 11

HAMA
** GEF serves as sacretarial OPIC JBIC NORAD SIDA ﬁ h
for all the nonmarkat
UNFCCC funds encept DFAT m USAID IIcA ODIN SWEDFUND DANIDA m
the GCF

HNote: The schematic &
indicative and does nat l
capture all countries,

climate funds and initiatives.

MULTILATERAL INSTITUTIONS
Sewrce: Adapted by authars

from 001 and HEF 2016,

UNFCCC Financial Institutions Non-UNFCCC Financial Institutions

Regional Risk Pooling Mechanisms
[ :
IFAD

Caribbean Catastrophe H
Insurance Fai

N
______________ .
oo | e

RECIPIENT COUNTRIES

National N .
Implementing Regional and National Funds

Philippiljm People’'s Rwanda National Climate

Entities and Bangladesh Climate Brazilian National Fund on Mali Climate Indonesia Climate Climate Resilient Green

i‘;:::igg Resilience Fund Climate Change Fund Change Trust Fund Economy — Ethiopia
Bangladesh Climate Benin National Fund on Cambodia Climate Change South Africa Maldives Climate Mexico Climate Ch Fund
Change Trust Fund Climate Change Alliance Trust Fund Green Fund Change Trust Fund wcn LI Sange T

Survival Fund and Environmental Fund
YOUIrce, VWKL U1/

Cambodia Climate Change Guyana REDD+

Alliance Trust Fund

Investment Fund
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Indentifying relevant climate finance instruments mrenac

Taking into account their capacity, recipients may apply the following criteria:

General selection criteria Specific and procedural criteria

« scope of instrument (geographical, » relevant funding criteria and
technical) requirements

* investment priorities * funding duration

 eligibility criteria « funding volume

« Official Development Assistance » economic aspects of funding (e.g.
(ODA) eligibility of country interest rates)

» call cycle (annually, randomly)
» application process

« stakeholder duties

» stakeholder liabilities

VAN CLIMATE g e GREEN

MM NVESTMENT ef CLIMATE
S8 FUNDS ADAPTATION FUND 9 FuNe

www.renac.de
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Focus on: Multilateral Climate Funds iy

“Future of the Funds” by World Resources Institute (WRI) (2017)

There is growing pressure for policymakers to make the architecture of funds
more effective and coherent — Recommendations:

Operations

Architecture

Improve coordination among funds and between funds and countries
Harmonize standards, accreditation requirements and proposal approval procedures
Emphasize programmatic approaches that encourage systemic shifts

Short term: clarify specialization of funds
Long term: close or consolidate some funds

LR

SMALL SCALE

® Adaptationonly  ® Mitigationonly ™ Both adaptation
and mitigation

= =

LARGE SCALE

Source: WRI, 2017.

www.renac.de
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“Banking on Reform — Aligning Development Banks with the Paris
Climate Agreement” by E3G (2018)

* Unique role of MDBs: complementing
governments limited resources and leveraging
multiple times their investments from private
capital

* Insights from E3G Report:

©)

©)

www.renac.de

IDB is leading the way

banks must do more to integrate climate
change across their operations

revision of sectoral strategies over the
next two years offers a key opportunity
MDBs begin tracking and self-reporting on
their alignment with the Paris Agreement
MDBs should aim higher and offer
technical assistance on long-term
pathways that align with the goal of
achieving net zero GHG emissions

Energy Related Climate Finance vs Fossil Finance
(2015-16 Average) in Multilateral Development Banks
E3G M Energy-related Climate Finance (SB) Fossil Finance (SB)

Inter-American
Development ‘ 139:1

African v
Development f? 1‘ 53:1
Bank o’
w:ids nk @ . 1L7AE0]
roup
gl

Eurapean Bank
or
Reconstruction
& Development
European
Investment l . 1.0:1
Bank

Asian
Development 09:1
Bank

Source: E3G analysis of OECD Climate Finance data’ and Oil Change International database®
Ratio covers investment in developing countries only. IFC only includes data for 20157
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Structure of international climate finance Il ||||wrblendanf:y
Accessing international climate finance: Example GCF Ogﬁmﬁ
FUND

Multilateral access Direct access

—~ * Entity Type: international « Entity Type: regional, national
g Ii(J « Examples: « Examples:
B ¢
O o o~ Yy p— Z
§s ® W

T M) ezt AU 0

L NABARD - <
— « Executing entity (EE): regional, national « Executing entity (EE): regional, national
) « Example: Scaling Up of Modernized  Example: Development of Argan
€5 Climate Information and Early Warning orchards in Degraded Environment
% '%' Systems (Malawi) (Morocco)
o a v AE: UNDP v AE: ADA
g v' EE: Department of Disaster v' EE: National Agency for the Dev. of

Management Authority (DoDMA) Oases and Argan Zones

www.renac.de
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Climate finance at COP23 ""wrblendang

Bonn, Dez 2017: Climate finance as a highly debated prerequisite
for the implementation of the Paris Agreement — Results:

« Multilateral climate funds: transferring the Adaptation Fund from the Kyoto
Protocol to the Paris Agreement
 Loss and damage: working group to explore the financial aspects of dealing
with loss and damage
« Transparency: modalities, procedures and guidelines on reporting of climate
finance provided and received still under debate
« USD 100 bn goal:
o developed countries are called upon
to focus their next iteration of a
regular report on ex-ante information
about future climate finance
o 100-billion goal will be extended until
2025 and that a new target will be set
no later than 2024

T | /Ay COP23Flll
\ " | | \\Z\@}/ U CLIMATE CHANGE CONFERENCE
s BON 2017

&

Source: UNFCCC, 2017.

www.renac.de 21
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Importance of capacity building ””wrb?”?nfi
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Are potential recipients “ready” to access international climate finance?

Climate Finance Readiness (UNDP): capacities of countries to plan for,
access, deliver, and monitor and report on climate finance, both international
and domestic, in ways that are catalytic and fully integrated with national
development priorities and achievement of the [SDGs]

® Assess needs and priori-

e Directly access finance e Implement and execute e Monitor, report, and verify
ties, and identify barriers to @ Blend and combine finance project, programme, flows
investment e Formulate project, sector-wide approaches ® Performance-based
e |dentify policy-mix and progamme, sector-wide @ Build local supply of payments
sources of financing approaches to access expertise and skills
finance e Coordinate

implementation

Source: UNDP, 2012.

An approach needs to be relative, responsive and
reasonable.

www.renac.de
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3 Way ahead: how to unlock the full potential
through effectively addressing barriers?

-
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Donor response to unlock climate finance potential ""ern?fy

In consultations with developing countries, the developed country parties to the
UNFCCC have created a roadmayp, which was published in October 2016 just
before COP 22 in Marrakech.

Significantly
increasing finance
for adaptation

Scaling-up public
resources

Using public
finance and policy
interventions to
effectively
mobilise private
finance

Supporting
enhanced access,
capacity building,

and investment
readiness

Source: CFAS, 2016.

www.renac.de
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Current and future support requirements ""wrblen?ng

Successful and more efficient access to international climate finance
through a different approach to capacity-building:

« focused on strengthening institutional capacities in a more
sustainable way

« improving cross-sectoral coordination efforts for climate change
interventions and related budgeting processes

 translation of actions into bankable projects (esp. in NDC context)

* Dbroadening the target audience for
capacity building efforts (esp. in relation
to the private sector)

and the visibility of champions >,

@

Ny

* encouraging South-South cooperation ,t
~d

« creating/improving policy and legislative
frameworks for climate change actions

Source: GCF Readiness Programme, 2017.

www.renac.de 25
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Example: Capacity Building on Green Energy and Climate Finance \f banking

three-year capacity building programme on renewable energy and energy
efficiency finance in the partner countries Thailand, Vietnam, Philippines, India
and Indonesia (November 2015 — October 2018)

extension of programme to Central America, Peru and Columbia

Target audience: professionals from private (e.g. commercial banks, companies,
project developers) and public institutions (e.g. ministries, public institutions)

Adressing support requirements:

SN X X X X

strengthening capacities in a sustainable manner
improving exchange among public and private sector
supporting the development of bankable projects
including a broad group of participants

encouraging South-South peer learning

input for improving policy and legislative frameworks

www.renac.de
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= RENAC is a Berlin-based training specialist for renewable energy and
energy efficiency

= Until now we trained more than 10,000 participants from over 145 countries
= \We offer renewable energy (RE) and energy efficiency (EE):

= Trainings

= Academic education

= We support third parties to build up own capacities for EE and RE training
(installation of Training Centre/lab, Train-the-Trainer)

www.renac.de



==/
: : i renac
RENAC SerV|Ce eXpertlse renewables academy

= About 50 Face-to-Face and 70 online trainings.

= National and international expert and trainer pool: around 150 experts

= Founded in 2008, now 38 employees

= Highest quality standards with trainers, education, material and equipment
= Covering technical, financial, legal and project management related issues

= Training for policy makers, finance, engineers, project developers,
technicians

= Independent

= Interdisciplinary and intercultural

www.renac.de
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Supported by:

‘ * Federal Ministry for the
5 Environment, Nature Conservation,
(—) s R s . aRD Wk ® Building and Nuclear Safety
<) ELECTRICITY

based on a decision of the German Bundestag

4
I Aralatl GilosSY Cog Eatl agae ~ OPA RN
KUWAIT INSTITUTE FOR SCIENTIFIC RESEARCH -7 e e 8

t)l s "p:fl’! v
BUUREANPALATR L]

dSLb.Ud.ULLU:;LLth‘LU.LD ‘ |RENA
a E D KsAsCARE 912 i Ig & Al International Renewable Energy Agency

WORLDWIDE CONSULTANTS

% Federal Republic of Germany
Foreign Office

[E—
—4 : SOLARPRAXIS AR | Toter! Mty
a conferences or cconomic alrs
EAU XW E LL qg%ﬁtiﬂglsrﬁ?; and Energy

PCREEE schiico _dena O8S MISEREOR

Garman Enetgy Agency Oil & Gas Soft Skills ®IHR HILFSWERK
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