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Tracking finance flows is a foundation of CPI’s sitrategy
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https://climatepolicyinitiative.org/publication/german-landscape-of-climate-finance/
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Driving Sustainable Invesfrment

The Lab identifies, develops, and launches
iInnovative finance instruments that can drive
billions in private investment to action on
climate change and sustainable
development.

35 instruments launched
public and private Lab
Member institutions

+ supporting experts, nearly
half from developing regions
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» Current state of global and
national climate finance

* Need for fracking national
climate finance

 Overview on how and what
to frack




The role of climate finance
in a global contexi
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Sustainable investment is critical to tackle the key global
challenges of the 21st century

Climate Change - Meeting the Paris Sustainable Development - Meeting the
Agreement goals and ramping up Sustainable Development Goals
ambition in emissions reductions
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€) i LANDSCAPE OF CLIMATE FINANCE IN 2015/2016
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Global cimate finance flows along their life cycle in 2015 and 2016. Values are average of fwo years’ data, in USD billions.
SOURCES AND INTERMEDIARIES INSTRUMENTS RECIPIENTS USES
Which type of organizations are sources or intermediaries What mix of financial Does climate finance go through What types of activities
of capital for climate finance? instruments are used? public or private channels? are financed?
Government | —— = Grants $18 Adaptation $22
Budgets $15 Agencies $3 — ﬂ Public $54
Low-cost
. Project Debt
r $45
——-—"i'////"' Private (NGO's) $1 Dual Benefits $5
Mational $132
— Project-level Unknown $134
Bilateral $16 e .. Market Rate
Debt $202

el Y A

Multilateral $46

Climate Funds $2
Public Private $4 |

Commercial Financial
Institutions $48

Private Equity, Venture —— . g _
= — [
—— Equity N

Institutional Investors $2

Corporate Actors -
$37
~ Pri
Households $42 —
Balance
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Financing
60
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The vast majority of finance is spent domestically

SOURCE > DESTINATION

OECD from
domestic sources

$162 bn

from 81%

sources

$32 bn S sl
domestically

Non-OECD from
international sources

$57 bn
Non-OECD Non-0ECD from
$228 bn domestic sources
$214 bn
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In non-OECD regions, East Asia and Pacific are the largest
destination for climate finance
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More work needs to be done in tracking climate finance

Renewable Energy Sustainable Land Use

Energy Efficiency Transport Adaptation Other

| 2 O NA NA NA :
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I Public

(Domestic — — — — — — I
Finance)

——————————————————d

Al figures in USD Billions ‘ Tracked ——  Not tracked * Source: IEA WEIO 2017

Private

Public

(DFls & Int'l
Finance)
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Domestic climate expenditure by national and subnational
governments are not readily available

. Amount

Source No. of !erortlng (USD mn)
Data is not Countries 2015-2016
collecied . Eleegg:,?sl éﬁgg’re 5 (Developing) 335
regularly or with
consisteni Climate Public
mefhodok)gy Expenditure and Invt. 14 (Developing) 16,500

. oxy o Reviews (CPEIRs)

over time within
or ACross

EC budget : 49045

countries France (14CE)

Source: UNFCCC BA, 2018 67,111
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What are we missing?

Lack of harmonisation/standardisation and
common understanding of climate related terms
and methodologies

Methodologies for identitying climate related
expenditures and classification of climate change
components of the project

No requirement of reporting domestic public and
private climate finance — encouraged but optional



How to address the issue?

« Capacity-building — sector ministries require support to develop
climate responsive budgets.

« Public finance management reforms — performance based
budgeting to tie budget expenditure to outcome

* National fracking of climate finance flows — clear mandate for
collecting or collating data

- Estimation of financing needs - Quantifying the climate finance
gap in relation to their climate change strategies



Why track national climate
finance?
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What are the main financing gaps, opportunities and prioritiese

« Understand the nature and
volume of climate finance,
mMain sources, actors and

Planning sectors

L  |dentify financial gaps and

\

) barriers to investment to

[ -
prioritise action and mobilize

e, —

reSources

17



Example: Planning REDD+ at sub-national level in Vietham

OVERVIEW OF PLANNED PUBLIC INVESTMENTS IN LAND-USE VND 7.2 Trillion
IN THE CENTRAL HIGHLAND REGION, VIET NAM, 2016-2020 ALIGNED to NRAP objectives

WND 14,2 Trillics NON ALIGRED

P LAN N I N G SOURCES AND INTERMEDIARIES PROGRAM TYPES TARGET SECTORS
Quantified the o
volume Of p|an ned NM1I3;;—J.:!-.L ;‘:u DGET ):— plnfrumﬂta.ln L | 'ﬁf,?éc#ﬁ;lifﬁ
financing for REDD+ w | DEVELOPMENT
PROVINGIAL BUDGET (% -
4 943
|dentified key STATE BONDS e \ : P
. . 2 BB6 22 133
financing gaps for err— "ENVIRONMENT
QDA GRANTS
the implementation T— -
Of RE D D+ ACtiOn ODA LOAMS - DE‘JFI'E:I-‘.%EPSI-T'IENT
5449 ; 081
Plan 2020 ‘ —
OFFSET:;.;HMTIUH : SOCI;I]];?LIEIES
Integrate forest GOVERNMENT
safeguards in new
) INFRASTRUCTURE
Planning Law 4478
Al figures in WD billion

-

Planned acthities which contribute to raducing deforestation drivers and to NRAP: National REDDH Action Plan

m ennancing and pr forests, in cohenence with policies and measines.
‘ EUREDD nmmgbrhmnfm+mﬁmnmmm-mm4m ODA: Official Developrent
Agsistance
il Planned activities whose ct on the forest cover is unknown. Thesa
""«:: FEEI"t}" Man-algned planned actidties e "ﬂmﬂ;ﬂdﬂﬂiﬁlnlfvcﬂlsﬁhrﬂm‘ but HES: Payments far_ Farest
could be if certain enabling conditions were in placs. Ermwironmental Services




CCCCCCC
PPPPPP
llllllllll

19

How to align investments to climate objectives?

» |dentify options to redirect brown
flows to sustainable activities and
climate objectives.

» Inform national/jurisdictional cross-
sectoral discussion on coherence
and coordination of climate
Investments



Example: Redirecting forest-risk investments in Cote d’'lvoire

ALIGNING THE LANDSCAPE OF REDD+ ALIGNED FINANCE FCFA 16.8 \i5e
IN COTE D'IVOIRE IN 2015 FCFA 84.2 s

SOURCES AND INTERMEDIARIES INSTRUMENTS DISBURSEMENT CHANNELS USES
dentified and iy ~Alls———

11 H MECHANESM (37 — M’:g;
quantified public ! —— TEAL 1
investments T . .. s e
INnves | ' !

W
e W e o’ s,

potentially increasing
the pressure on forests

- 8
1 bn - 92.8bn

MULTILATERAL
| - AGENCY/FUND | _

™ MULTILATERAL
DRl

42.4bn

NOT ESTIAATED

Informed cross-
sectoral dialogue on
the coherence of
spending

- -
--------

NGOS,
INTL. PARTHERS
AND PRIVATE
18.5 bn

Mainstreaming of
forests in the planning

' r r 5 OURCES O activilies are those that could confribute to
CLMATE = REDD - - PUBLICFINANCIAL  LPSTRERM SOLMCERE GREY e activifes e e ot couk]| cenliule i
Process o POUCY B Fasity TMpéttUhj NTERMEDUARIES " GerEEnAcToRs FLONS i e M

MQr  REDD+ Gyowess

MOKEY MONEY . fo enfaneing and protecting forest cover.
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How much finance is flowing to climate aligned activities?

« Baseline for implementation of
national strategy or program

Monitoring

 Periodic assessments

* |ncrease fransparency &
accountability

21



Example: Tracking climate finance in Indonesia

CLIMATE
POLICY
INITIATIVE

Results THE LANDSCAPE OF PUBLIC CLIMATE FINANCE
IN INDONESIA IN 2011 - IDR 8,377 BN TOTAL

B dase I Ine Of Sources Intermediaries Instruments Disbursement Channels Uses
pUbllC Spendlng (" DIRECTUSE

for climate
action to inform
investment

SECTOR

: ADAPTATION
BUDGET MINISTRIES & CENTRAL ji 384

STATE CENTRAL VDR R e

1242 124

MITIGATION

. N A/
3004 N A\
planning and - n &
\ )
NON-STRUCTURAL [P WY '\\s\?("/*f’d
track resource BUDGET EXP. THRU e _ XYk
" ! g [0CAL GOV (NE) X\ K _ \
mobilisation aUDGET f GOVERNENTS " W (OCALGOVERN- X’ . il g ".:'r-
\ EQUITY PARTI b A 30 N "" CINAGRICU
EQUITY PARTI- : DU/
CIPATION'” (NE) e ALY '/‘f’a‘;}”
DA /- AN LINCT |/ /N Nransporr . g
| QN BULDING - 361 '\\@ﬂ,‘\y{\‘;
* \ . A Y ’ ‘ I
i Tion L B AN gid6 (N RN ,
Led to budget HIkiDs L A @;‘t’:}‘:‘\‘x WASTE - 62

PROJECT-LEVEL MAR- : PRIVATE <« AN )
INTLDEVT | ® KET RATE DEBT - 264 ACTOR- B> [ Papes SN PN N
' R&D - 517 4

PARTNERS PROJECT-LEVEL / 4
3B EQUITY -9 /7 \\-/ N R0
_‘ .. -;; ;' | iNousTRIAL- 63

tagging for
climate change

INTL. FUNDS - 56 OTHER - 12 OTHER - 578

—




How and what to track?
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Steps in Climate Finance Tracking

Stakeholder Data
engagement collection

Scoping the Setting the Dats

mapping mapping ,
exercice framework analysis

Building
definitions in
context

Data
consolidation

Initiator Stakeholders Project team

Source: CPI - EFIl, Land-use Finance Tool, 2019

Using the
results

Stakeholders




MODULE 1
Scoping the mapping exercise — Key Questions

What is your reference policy framework
to base definitions and analysis on¢

Develop a Should map both green and brown

‘vision’ for the flows?2
project and set

What geographical scope/scale?e
a clear

purpose Which sectors are of interest?

What sources of finance will be included?
Private or publice Domestic or
iInfernational?

25



MODULE 2
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Developing a stakeholder engagement strategy

Develop an
idea abovut
who to involve

and consult,
why and how
often

Who should be involved & what will their
role be?¢

What challenges are foreseen in
engaging stakeholders?

What are the benefits/ incentives for
each stakeholder o engage and share
iInformation/data?

How and when should stakeholders be
engaged



MODULE 3
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Developing a climate finance definition

Assess options
for building a
climate
finance

definition and
typology in the
national
contexi

What steps should be followed to
develop a detailed
national/jurisdictional level definition of
climate-relevant financee

Which sectors and activities might be
considered misaligned / aligned /
conditionally-alignede



Cote D'lviore REDD+ Finance Landscape - definitions

Plantation forestry management

Climate-aligned

contributes to climate
change mitigation and/
or adaptation

Sustainable forest management

Afforestation/reforestation

Enabling conditions (e.g. policies, enforcement
and capacity building)

Conservation of forests

Conditionally-
aligned

can contribute to
climate change mitigation
under certain
drcumstances

Climate-
misaligned

is a dnver of

deforestation and/or forest
degradation or decrease
resilience in land use
systems

Forest monitoring systems

Increased productivity of family agriculture

Improved yields for small-holders in palm oil production

Increased demand for family agriculture produce

Road building and freight subsidies

Extension services for smal-holder producers

Unsustainable commercial logging

Subsistence agriculture

Commercial agriculture



Example of Differences in Definitions

Nuclear ¢ Flectric vehicle
and hybrids?

Fossil fuel-based

lower-carbon and EV Charging
energy-efficient iInfrastructure
generation (e.g.,

efficient coal plants)

Policy-induced Brown flows all or
revenue support same sourcese
mechanismse

Primary and secondary
market transactionse
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Setting the mapping framework

|dentify
elements of
the climate
finance

mapping
framework

SOURCES/
INTERMEDIARIES

Central Government
Local Government

International
Development Partners

Funds

INSTRUMENTS

Budget Transfer
Mechanisms

Grants

Loans

Equity

DISBURSEMENT USES
CHANNELS

Central Government Mitigation & Adaptation

Local Government Direct & Indirect

International
Development Partners

State-owned Enterprises

Private & NGO

Which dimensions of flows are to be
mapped?

How do flows relate 1o each other?

What format should the output havee



MODULE 5

MODULE 6

MODULE 7

31

Data Collection

Data Consolidation
& Categorisation

Data Analysis &
Presentation

Where 1o find datae

How to assess its quality?

How to identify gaps in data and fill them®e
How to assess supporting informatione

How to check quality of consolidated data¢
How to categorise data to support objectives of
mapping?

What are the key quantitative and qualitative
analytical questions to considere
What to do if results are inconsistent with other
sources, controversial or limited?



MODULE 8
Using the resulis

How can results be used for monitoring

and inform

pO|I.CY or How can results be used to align
project finance to climate objectives?

processes

How can results be used for resource
mobilizatione

32
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In summary

National climate finance tracking helps to
« identify financing gaps and opportunities,
« align flows and instruments for maximum impact and scale,
* measure progress,
« effective and efficient use to public finance to mobilise private investment

Scoping of mapping exercise is crucial — ask as many
questions at this point.

A solid and well- thought off stakeholder engagement is a pre-
requisite for climate finance mapping

33
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Contact -

CPI: climatepolicyinitiative.org
The Lab: climatefinancelab.org

USICEF: usicef.org

Global Landscape of Climate Finance:

climatefinancelandscape.org

y @climatepolicy

m @climatepolicyinitiative
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Thank You

Please contact:

Chavi Meattle

Chavi.meattle@cpiclimatefinance.org



mailto:Chavi.meattle@cpiclimatefinance.org
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