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THE CHALLENGE OF A CHANGING CLIMATE

Global temperature vs. 20th century average
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ESTIMATED ANNUAL CLIMATE FINANCE SHORTFALL FOR EMERGING
AND DEVELOPING REGIONS WHEN PARIS AGREEMENT WAS
ADOPTED (2015)

A it i | oubl Estimated annual low-carbon &
nnual international public climate resilient investment needs in
. ) VL 4,000 BN . . A
climate finance (mitigation & $ 60 BN !) 3 emerging and developing regions to
adaptation) in 2015 achieve < 2°C (2015 -2030)

Vivid Economics (2017)
Global Commission of Economy and Climate Change (201¢)




2/21/21

CLIMATE FINANCE AND CARBON MARKET FLOWS SINCE 2000

Note: MDB and bilateral international public climate finance apportioned to mitigation and adaptation objectives based on the
total amount of the project and the relative value of mitigation and adaptation finance in that project. Finance from multilateral
climate funds tagged as "multiple foci" is apportioned to adaptation and mitigation finance based on the relative value of
climate finance of each type in a given year. The Kyoto Protocol intfroduced three market-based mechanisms for the purchase of
emissions reductions or allotted emissions units. Kyoto carbon market finance includes financial flows to selected countries for
emissions credits under the Clean development mechanism (CDM), Joint implementation (JI) and Emissions trading (ET).

International public
adaptation finance

Kyoto carbon
market finance

Vivid Economics (2017)
Global Commission of Economy and Climate Chan

CURRENT
35 billion USD

NEEDED
180 billion USD

ESTIMATED ANNUAL INVESTMENT IN CLIMATE ADAPTATION (2019)

World Bank (2019)
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REASON TO INVEST TIME AND ENERGY IN ENSURING YOU RECEIVE
CLIMATE FINANCING

Korea embraced sustainable economic stimulus during and after the
2009 global financial crisis, and since then has benefited from faster

growth than any other OECD country, in part due to economic stimulus
spending in climate and green measures

yaN S Kore
S N\

A
OECD
.\"\\
OCED (2017]
11
% dedicated to green investment
" A E e . _
X .0 W0 2 2 & Lo 0N R N 2
& & & <\°b FFL L Q}n& & &
s @ ¥ @ ,\V‘ ” \(\Qo p" e>o S
\'s \)b > &
("1\ ;\\Q’
Amount invested
12 10 7 3 2 2 1 1 1
= = — p— —
o 2 2 2 2 QA 2
L & & > & bo((\ SR
VS s (J"b \"}' ,(\% é\c \ &
ob\ > ?\P R OCED (2017]

12



2/21/21

Basics of Climate
Finance

13

Climate finance” refers to money — from
international and national public and private
sources — which is used to help reduce
emissions and increase resilience against the
negative impacts of climate change

14
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FUNDING VS FINANCING

* Funding refers to the underlying financial resources or
sources of income that pay for the programme or project,
usually from taxation or user charges

* Financing refers to the financial resources or mechanisms
that are used to provide the funding and cover the
programme or project costs as they occur.
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MAIN STREAMS OF CLIMATE FINANCE

INTERNATIONAL INTERNATIONAL NATIONAL NATIONAL

PUBLIC PRIVATE PUBLIC PRIVATE
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Developed
countries

Sources of

internation

al climate
finance

Public sector actors
Bilateral Sources &

Multilateral Intermediaries
Sources &
Intermediaries Aid Agencies
Multilateral Bilateral
Development Banks Development Banks
UN Agencies Export Credit
Agencies

International Climate
Funds Bilateral Climate
Funds or Initiatives

Private actors

Project Developers Investors

SIMPLIFIED ARCHITECTURE FOR CLIMATE FINANCE

Domestic Sources
National Agencies

National
Development Banks

National Climate
Funds

Market Facilitators

Developing
countries

Destination
for climate
finance
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Climate Finance
Landscape
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GLOBAL ARCHITECTURE OF CLIMATE FINANCE
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EXAMPLES OF CLIMATE FINANCE SOURCES
» Financing instruments have been created to stimulate action to
address the growing risks associated with climate change
‘ @ IFAD ‘Eﬁa
.E.’.‘F.EI‘TE Jlﬁ JL i @ a/HHlA
FUND ADAPTATION FUND DRVELOPMENT
GCF Adaptation ASAP Bilateral Donors Development
Fund Banks
, gef gef o~ EI4)
CIF LDCF SCCF Nafional Private Sector
Sources
20
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GLOBAL ARCHITECTURE OF CLIMATE FINANCE

« Over 100 public funds, 45 carbon markets and 6,000 private equity funds
+ Very complex, inflexible and risk averse system

+ Each fund has its own rules and procedures to enable access to finance
+ Considerable inefficiencies in the channeling and delivery of finance

« Contributor countries have a hard time deciding where to put their money

for maximum impact

* Prospective recipients must spend scarce time and effort learning how to

navigate this system to access financing

21
GLOBAL ARCHITECTURE OF CLIMATE FINANCE
* Over100d  ykraine can only access 22 of the 100 public  pavity funds
. Very comy funds because it is an Annex 1 country
» Each fund has its own rules and procedures 10 enable access to finance
+ Considerable inefficiencies in the channeling and delivery of finance
+ Contributor countries have a hard time deciding where to put their money
for maximum impact
* Prospective recipients must spend scarce time and effort learning how to
navigate this system to access financing
22
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CLIMATE FINANCE DECISION MAKING TREE

This climate finance decison-making tree guides locsl and reglonal governmen! l)(hro\»m 8 sevies of quustions that
Pl tharm consitsar different fnancing tecks. Each firsncing ool & sescribod, neluding advantages, d

and caze study examples. Here is an overview of the decision-making tree and the fosy ncing tools waible 'to toc
and reglonol gavernments.

NO Questions for Local and Reglonal Governments (LRGs) YES

il

URBAN LELS

[CLED uN@HABITAT TAP

Financing tools

T1 Cast/direct investmene

12

T2 Tax sdvactages

T22 and low Intesest loans
T3 Larch/asset saln
T4 Land/asset lease
TS5 Land value capture
T6 Salw of development rights
T7 Equity
T8 Energy Performance Contract

1"

T10 Publie partnership
T11 Revolving fund

112 Private sector loan

T13C

T14 Municical

s

T16 Rk mitigation

T17 Nationa grants #\0/or subsicies.
T18 international grants and/or subsidies

T18.1 UNFCCC Clmate Funds.

T18.2 EU Funds

T1A.3 Mutti-and bilateral inancial Institutions
19 Public loan

T19.1

T19.2 Intesmaticnal public loans
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ADDITIONAL FUNDS AND PLATFORMS OF INTEREST

(NOT SPECIFICALLY FOR CLIMATE FINANCE)

+  Women Enirepreneurs Finance Initiative (We-Fi) addresses financial and non-financial

constraints faced by women-owned/led small and medium firms in IDA and IBRD eligible

countries and territories (access to debft, equity, venture capital, insurance products, capacity

building, networks and mentors, and opportunities to link with domestic and global markets)

and for governments to improve the financial institution finance for entities that provide

women entrepreneurs with an enabling business environment

» The Pilot Auction Facility for Methane and Climate Change Mitigation (PAF) stimulates

investment in projects that reduce greenhouse gas emissions while maximizing the impact of
public funds and leveraging private sector financing. Its results-based payment mechanism

will set a floor price for future carbon credits in the form of a traceable put option, which will

be competitively allocated via auctions

24
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PRIVATE FINANCING ADVISORY NETWORK (PFAN)

» The Private Financing Advisory Network (PFAN) is a multilateral public private partnership

initiated by the Climate Technology Initiative and the UNFCCC

» PFAN mobilizes private sector's expertise in financing climate-friendly projects and
technologies to screen business plans and select projects that are economically viable,
as well as environmentally and socially

beneficial
The Missing Middle:

Lack of Access to Financin
+  For the selected entrepreneurs and Eim:

businesses, PFAN provides guidance (e.g.,

economic feasibility, project structure,

£ [ '?' =11}
H 3 . . " ‘Sff.( 'Soux:::
investment and financing, preparation of o
m Governmant
PUSH [—" (Policies)
N

the business plan, and introductions to

Climate Finance
Flows :\(Hs/’ /\/\/
=
s I
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ANNUAL INTERNATIONAL CLIMATE FINANCE FLOWS ESTIMATE

SOURCES AlID INT!RMEQIAIIES INSTRUMENTS

IN 2019
$ 579 BILLION
ANNUAL
AVERAGE

SECTORS
Vit = the
Disastos Risk
Management 57
Water & Waste S1
ldutr!:hh.
Other $2
Cross Sectaral $15]
Land Use $21

ource: Clisnate Palicy lodiative
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ANNUAL lNTERNATIONAL CLIMATE FINANCE FLOWS ESTIMATE

SOUIC!S AND INTERMEDIARIES INSTRUMENTS USEi

SECTORS
Wiist = the

Disastor Risk
Manamgement $7
Water & Waste S1
u.mum

Other $2
Cross Sectaral $15)
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What makes adaptation hard to finance?
The common perception is that since adaptation
activities generate public goods and services,
many of which do not have a market value, they
are less likely to generate financial returns,
therefore, it is more difficult to make a strong
business case

ANNUAL INTERNATIONAL CLIMATE FINANCE FLOWS ESTIMATE

SOUII(ES AND ONTEBM!DIAIIES INSYRUMENTS US!S SECTORS
S : e Sy
N — Water & Waste S1.
me;:lnfu
Cross Sectaral $15]
. 0 Land Use $21
56% qf flnqncmg e
originates —
in the private sector tow Cubes
Transport
s1a
Most private financing
occurs as market-rate debt
in and between
developed countries Rescwnie
Energy
o
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PRIVATE SOURCES OF CLIMATE FINANCE IN 2017-2018
(IN USD MILLIONS)

PRIVATE SOURCES & INTERMEDIARIES

Private equity, venture

Commercial FlI Corporations Households Institutiona! Investors capital, infrastructure funds
72 ;
66 |
44
10 | 6
d - “2
6 ” 8 (£} 4 1% W T w u " " L) v = o “ 5 1) 1 ]
INSTRUMENTS
Balance Sheet Finance Market-rate Project Debt Low-cost Project Debt Project Equity Grant
$300
bn
250 224
ol 173
150°
100 7 74 78
33
% 17 o 3
9 B " 1.5 %6 ” 8 B “ s 1% 7 8 B “ 5 6 w 8 B “ 5 6 ” 18 13 4

15 6 7 18
Climate Policy Initiative (20]
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What is the implication of the private sector
being the main source for climate financing?

Private investors prefer familiar enabling
environments — perceived to be lower risk

Well-articulated national policies and instruments
are critical to increasing private climate finance

Need for equitable and stable legal environment

16
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RNATIONAL CLIMATE FINANCE FLOWS ESTIMATE

INSTRUMENT USES.

SECTORS

Wit types of

~ Water & Waste 511
Hum!‘hlnlrl.
Other $2

Cross Sectaral $15]

© Land Use $21

Energy
tficiency $34

bouece Clisnate Palicy lodistive
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What are the implications of the
high level of domestic orientation?
Importance and influence of domestic
incentives and regulatory frameworks for
unlocking private investment

17



2/21/21

$ 523 BN
in support for
fossil fuel
consumptionin
developing
and emerging
economies
alone

TOTAL PUBLIC
CLIMATE
FINANCE

$ 253 BN

35

P ANI“‘lUASL lNTERNATIONAL CLIMATE FINANCE FLOWS ESTIMATE

US‘S

,,,,,,,,,, ITERMEDRIARI |NS\’RUM!NT$ SECTORS
' Wit = the

Disastor Risk
Manmgement 57
Water & Waste S1
Hﬂl;hm
Other $2
Cross Sectaral $19]

Land Use $21

surce Clionate Palicy Indiative
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What is the role of the public sector?
The public sector plays a central role, by
providing incentives, low-cost loans, risk
coverage mechanisms, as well as direct
project investment, and technical support

ot

Climate Finance
Flows in g
(s

Ukraine @:
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- eorGUIMATE FINANCE FLOWS IN UKRAINE (2002-2018) .
/

l Climate Investment Funds

|
(i

39

Government &
Civil Society
$40.92mn (0.69%)

Water Supply &
Sanitation
$35.99mn (0.60%)

Health

$30.47mn (0.51%)

Other Social

Infrastructure &
& Sservices

24. .41
Education $24.63mn (0.41%)

$134.07mn (2.3%) — i Business & Other
General Environment Protection Services
$25.30mn (0.43%) > $10.32mn (0.17%)

40
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... CLIMATE FINANCE FLOWS IN UKRAINE (2002-2018)

| EU Institutions (excl. EIB)
- -

European Investment Bank (£Ix
$1.65bn

[l climate AdaptationOnly

41
ADAPTATION FINANCE ACROSS EU4CLIMATE COUNTRIES (2019)
250 — I
H
. 0 O
[ somH [T ADAPTATION
42
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What are the key
barriers to accessing I

: : ()7 NI
climate finance?
{03
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FUNDER PERSPECTIVE — KEY (GLOBAL) BARRIERS TO ACCESSING
CLIMATE FINANCE

« Alack of viable project pipelines

— Funders complain that they are not presented with viable and
sufficiently mature project pipelines

— Country lacks a frack record (in project implementation)

« Matching projects with funding opportunities
— Poor governance hinders investment processes and absorption
capacities
— The multiplicity of sources for climate finance means the process of
securing funds is more complex

44
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FUNDER PERSPECTIVE — KEY (GLOBAL) BARRIERS TO ACCESSING
CLIMATE FINANCE

« Reducing the cost of capital of climate actions

— The costs for low carbon technologies are falling but tfransaction
costs remain high

— Policy uncertainties (e.g., policy reversals) increase transaction costs

» A lack of long-term vision for climate action
— Mobilizing finance only for small scale projects
— Difficulties in scaling up
— Lack of an economic business case for investments

45
KEY UKRAINE CHALLENGES
« Status as an Annex 1 country
— Limits access to majority of low-cost and public finance opftions
« Limited interest to private sector
— Geo-political risk limits ability to interest private funds
— Governing environment (polifical, legal, etfc.) is perceived as unstable and non-
tfransparent
« Status as middle-income country reduces priority in access to funds
+ Non-existent adaptation plans and project pipelines
46
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KEY UKRAINE CHALLENGES

« Status as an Annex 1 country

— Limits access to majority of low-cost and public finance options

Limited interest to private sector
— Geo-political risk limits ability to interest private funds

— Governing environment (political, legal, etc.) is perceived as unstable and non-
fransparent

« Status as middle-income country reduces priority in access to funds

« Non-existent adaptation plans and project pipelines
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| HATE. MY JOBI BY LONNIE MILLSAP

THANKS To 6LoBAL
WARMING THAT STUPID
BeARLL NEVER GET
US WAY OUT HERE

THe MIRACLE OF ADAPTATION

Ephrat Yovel
ephrat @counterpoint-cs.com
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