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This draft methodology was commissioned by the United Nations Development Programme (UNDP) Low
Emission Capacity Building (LECB) project to provide guidance to developing countries interested in
designing and/or enhancing integrated public and private expenditure reporting and planning systems for
mitigation. The goal is for countries to be able to own a full picture of what has happened and what may
happen in terms of financial flows for mitigation, with a view of building credible mechanisms/capacities
to Monitor, Report and Verify (MRV) a host country’s mitigation efforts and improve transparency and
accountability.
The LECB Programme is generously funded by the European Commission and the governments of
Germany and Australia. This collaborative, country-driven Programme aims to strengthen technical and
institutional capacities at the country level, while at the same time facilitating collaboration between the
public and private sectors in national initiatives that address climate change mitigation.
The authors and the LECB Programme would like to thank the following for providing review comments:
Victor Raynaud and Raphael Jachnik (OECD Research Collaborative on Tracking Private Climate Finance);
Cécile Sangaré and Mariana Mirabile (OECD Development Assistance Committee); Rebecca Carman,
Andreas Karlsen, Robert Kelly, Joanne Manda and Susanne Olbrisch (UNDP).
This methodology is a living document and will be updated to incorporate experiences of developing
country governments who pilot the methodology. Comments are welcomed. Please send your comments
to Rebecca Carman, LECB Programme (rebecca.carman@undp.org).
The views in this publication are those of the authors and do not necessarily represent those of UNDP,
the United Nations, or its Member States, nor do they necessarily represent those of its funders. Sole
responsibility is taken for errors of omission or commission.
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UNCTAD

United Nations Conference on Trade and Development

UNFCCC

United Nations Framework Convention on Climate Change

UNDP

United Nations Development Programme

UNEP

United Nations Environment Programme

VAT

Value Added Tax

VCS

Verified Carbon Standard

WB

World Bank

WDI

World Development Indicators

WRI

World Resources Institute
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Setting the Context
Introduction
The international climate change negotiations recognise the important role being played by private
finance in supporting low-emission, climate-resilient development (LECRD). Under the United
Nations Framework Convention on Climate Change (UNFCCC) process, developed countries have
committed to mobilising $100 billion for climate action in developing countries on an annual basis by
2020. These funds may come from a wide variety of sources, public and private, bilateral and
multilateral, including innovative sources. A private sector facility is being developed under the
Green Climate Fund (GCF) to scale up private flows to developing countries.
Private sector finance already makes up the majority of climate-related investment in developed
countries. A recent estimate suggested that 58% ($193 billion) of climate-related global investment
originated from private sector sources. This represented a fall of 14% from the previous year. Of
this, project developers ($88 billion), manufacturers and corporations ($47 billion) and households
($34 billion) were the primary contributors (CPI 2014a).
In general, private investors will commit funds for climate-related purposes where the anticipated
returns on capital outweigh the perceived risks and costs of its deployment. Private finance is
generally less philanthropic and socially-oriented than public finance, and climate change
investments will often be competing with investment opportunities in other sectors for scarce
financial capital.
Public sector funds may therefore be better used in altering the risk and return profile of individual
investments, rather than meeting the full cost of mitigation or adaptation activities. The use of
public capital in this way can help ensure that private capital is not crowded out from sectors where
it might otherwise operate successfully. It can also support the leverage of much larger private
sector resources. This is particularly important given that the estimated financing need for
addressing climate change will be significantly higher in developing countries than the scale of public
funds envisaged. In parallel, supportive regulatory and policy frameworks are also required to
address non-financial barriers. Policy makers should where possible explore the opportunities for
unlocking domestic private capital, building upon the current trend that the vast majority of private
sector climate funds (approximately 90%) are mobilised in the same country in which they are spent
(CPI 2014).
This paper sets out a proposed methodology for national governments or agencies to undertake a
review of private sector climate finance at the sector level for their countries. Estimating private
climate finance flows can be useful for a number of reasons. Such information can:







Help governments understand the effectiveness of public policy in mobilising private funds1;
Support decision making on the use of public funds to incentivise private sector investment;
Assist with developing longer term public/private climate strategies and targets;
Allow greater insight into the development of strategic green economy sectors;
Provide information on the potential leverage effects of international climate finance
Support climate finance reporting processes (e.g. National Communications (NCs), Biennial
Update Reports (BURs), and Nationally Appropriate Mitigation Actions (NAMAs)).

1

Note that where governments are seeking to understand the mobilising effects of public policy, a baseline of
public sector expenditure will be required for in those areas where private leverage effects are being examined,
such as a Climate Public Expenditure and Institutional Review (CPEIR).
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There is a large and growing body of literature dedicated to understanding the mobilising effects of
public climate finance on private capital. The Research Collaborative on Tracking Private Climate
Finance, hosted by the OECD Secretariat, is currently developing guidance on methodological
approaches2, including based on the on-going work of the OECD DAC towards measuring the
mobilisation effect of public development finance in DAC statistics3. UNDP has also pioneered a
number of methodologies to assess climate- and environment-related expenditure. These include
the Investment and Financial Flow (IFF) Analysis4, Climate Public Expenditure and Institutional
Reviews (CPEIRs)5, and more recently the Biodiversity Finance (BIOFIN) workbook6. This
methodology draws upon experience and best practice from the above work.

Challenges and approach
This section sets out some of the challenges associated with tracking private climate finance flows,
and provides an overview of how the methodology seeks to address them.

Challenges
To date, limited work has been undertaken on tracking private climate finance flows at developing
country level. International attempts to measure climate finance have tended to focus on public
investment, particularly in the context of developed country commitments. For example, much of
the work under the OECD Research Collaborative is targeted at estimating private climate finance to
and in developing countries mobilised by developed countries’ public interventions, rather than on
the challenges for developing countries themselves to measure private finance.7
The focus on measuring public sector flows is also, in part, a natural consequence of the greater
transparency and availability of public data. This reflects the intense efforts made over recent years
by the OECD DAC, the multilateral development banks and dedicated climate funds to improve the
monitoring and reporting of public finance. Data on private sector finance, on the other hand, is
often bound by issues of confidentiality and market regulation. Private investors may also not view
their investments as climate-relevant, particularly where emissions reductions or resilience are a cobenefit. These factors can create gaps in reporting and may challenge the credibility of national
assessments that depend too heavily on proxy assumptions.
Those studies that have included private sector estimates as part of larger tracking efforts (e.g. CPI
2014a) have focused on the renewable energy sector, relying largely on a single commercial data
provider (Bloomberg New Energy Finance (BNEF)) for the necessary information on private
transactions and deal flows. Such data sets tend to be restricted to those markets where there is
significant commercial interest and willingness to pay (e.g. larger middle-income countries). They
also tend to exclude Small and Medium Enterprise (SME) level activities, which may constitute a
significant proportion of climate relevant investment activity in developing countries. In addition,
the absence of data on private sector adaptation finance means that estimates are not included in
current tracking initiatives.
Where researchers have undertaken cross-sector country studies, such as the recent Climate Policy
Initiative (CPI) Indonesia report (CPI 2014b), these have often excluded private sector flows due to
2

See the OECD Research Collaborative website at http://www.oecd.org/env/researchcollaborative/.
See the DAC website at http://www.oecd.org/dac/stats/mobilisationeffectofpublicdevelopmentfinance.htm
4
http://www.undpcc.org/en/financial-analysis
5
http://www.aideffectiveness.org/CPEIR
6
http://www.biodiversityfinance.net/
7
For further information on the OECD DAC non-ODA work stream, please see
http://www.oecd.org/dac/stats/beyond-oda.htm
3
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the complexity and resource implications of data collection where commercial research companies
have weaker coverage. Other research organisations that have sought to measure private sector
flows at the country level have also run into challenges. For example, the Overseas Development
Institute’s (ODI) recent study on climate-relevant investment in Uganda’s energy sector concluded
that the lack of availability of transaction-level information was a barrier to developing a consistent
picture of private sector flows over time (ODI 2014a, 2014b).
Some developed countries, such as the governments of Switzerland and Netherlands, have
attempted to measure the private sector mobilising effects of their climate change development
assistance portfolios (Triple E Consulting (2014), University of Zürich (2012)). However, these studies
tend to focus on co-finance provided alongside a relatively small and well-known set of public
investments and programmes.
In addition, there are a number of specific methodological challenges that have been identified in
tracking private climate finance flows. First, definitions for what constitutes climate finance remain
inconsistent, particularly outside of renewable energy. With regard to adaptation, drawing the
boundary between what constitutes climate finance versus development finance tends to be a
challenge. A number of bodies have sought to set boundaries by creating activity or sector lists (e.g.
OECD DAC Rio Markers, Multilateral Development Bank (MDB) list of mitigation activities) but these
are not entirely consistent between approaches. Second, there are a number of technical challenges
related to the disaggregation of public and private flows, and between domestic and international
finance, primarily due to the blending of finance at the point of commitment, and existence of long
project financing chains.

Approach
The approach aims to promote a level of methodological consistency between country level
assessments. At the same time, this methodology provides national project teams with a flexible
approach to tracking private climate flows, with opportunities for course correction during
implementation. The aim is that experience gathered from country pilots will be used to update the
methodology and to inform the development of more robust private sector tracking approaches
over time. These can then, in turn, be applied to other countries and sectors. It also recognises that
the process of stakeholder engagement and data access is a key component in ensuring a successful
outcome.
The methodology envisages a two-phase process, allowing national project teams the opportunity to
assess the availability of data before committing to a specific sector or approach. More details on
this flexible approach are set out below:


Scope: There are many different ways in which the scope of a private sector tracking
approach can be structured. These choices will reflect government objectives, the resources
available and the prevailing constraints of data availability. As with the UNDP CPEIR or IFF
methodology, governments may seek to undertake the exercise at a national or sub-national
level, or for a single or multiple sectors. An assessment may focus on adaptation and/or
mitigation (although private sector data is more typically available for mitigation (and in
particular renewable energy)). Governments may also want to limit the scope to include
those flows that originate internationally or domestically (although the disaggregation is not
always straightforward). The type of financial instruments tracked (e.g. only debt and
equity) may also be used, as can the type of organisation (e.g. only private commercial, or
including not for profit private finance providers (e.g. foundations and charities) and
households);
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Bottom up vs Top down: Countries may choose to undertake a bottom up approach
(summing individual private sector investments or transactions) or a top-down approach
(using proxies, assumptions and private-public ratios based on available national data sets).
Where possible, both approaches should be used together to help validate or cross
reference results of just one approach. The approach chosen will be determined to a great
extent by data availability and resources. For example, bottom up approaches may be more
time-intensive due to the need to undertake large scale data collection where otherwise not
available. Top down approaches may initially be less robust where good proxy assumptions
are not available, but may be more sustainable in the longer term if tracking is to be
undertaken on an annual basis. They are also likely to require a greater investment in upfront design (i.e. to establish and validate the proxy assumptions used).

In general, the methodology has sought to incorporate outputs from the OECD Research
Collaborative. Where the OECD and others have identified specific challenges relating to data
consistency (double-counting, inconsistent definitions, poor delineation between public and private,
domestic and international flows), these have been made a core part of the quality assurance
process. Efforts have also been made to align this methodology with existing UNDP tracking
approaches (e.g. the CPEIR), by anchoring the process in the potential leverage effects of public
policy and incentive frameworks.

Definitions and Boundary Considerations
What is climate finance?
For the purposes of the methodology, finance is recognised as ‘climate finance’ based on its end-use,
rather than its source. Climate finance should generally be measured/reported at the point of
disbursement (or commitment where this is not possible), rather than further upstream in the
financing chain8. In line with OECD DAC guidance, investment by dedicated climate funds will
normally be automatically classified as climate-related development finance (assuming that the
governance and reporting structures associated with such funds are robust).
When classifying end-use, we recognise two levels of classification – climate-specific and climaterelevant, which broadly equate to the Principal and Significant classifications under the Rio Markers
(CPI 2013, ODI 2014a).
Climate relevant finance
At the most general level is climate-relevant finance. Climate-relevant finance is that which could
potentially be climate-specific, but for which insufficient detail exists to disaggregate to the activity
level (mitigation or adaptation). Climate-relevant is therefore a broader definition, covering those
sectors that are generally recognised as significant contributors to GHG emissions or to depletion of
carbon sinks, (and therefore where abatement opportunities are likely to exist), or which are in turn
most impacted by the effects of climate change (e.g. natural resource sensitive or highly exposed to
extreme events and therefore where adaptation activities are most likely to be found). ODI (2014a)
identifies a number of key sectors that are climate-relevant, based on the International Standard
Industrial Classification (ISIC) code.



A - Agriculture, forestry and fishing
B – Extractives: Mining and quarrying
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Note: Data for commitments are more commonly available than those for disbursements, which tend to lag.
OECD guidance indicates that using commitments as a proxy is an acceptable compromise, although it is
preferred to use disbursement data where available.
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C – Manufacturing
D - Energy: Electricity, gas, steam and air conditioning supply
E – Water and Waste: Water supply; sewerage, waste management and remediation
F – Construction
H – Transport: Transportation and storage
J - Information and communication technology

The ISIC code (or national equivalent) often forms the basis for national accounts. As such, project
teams are likely to find national financial and economic data sets covering ‘climate-relevant’ sectors.
Depending on the country, there may also be relevant data sets at the sub-sector level. However,
these classifications are likely to provide insufficient granularity to assess whether individual
investments undertaken have positive climate effects, or whether they may actually result in a net
increase in greenhouse gas (GHG) emissions and/or higher levels of climate vulnerability.
The total value of climate relevant investments is identified as part of the methodology. This total
financial value is then weighted to reflect the potential linkage to climate change (see stage 5). The
CPEIR methodology has developed a framework for assessing and weighting the relevance which
forms the basis for this approach, and is now refining this approach based on an assessment of
climate benefits9.
Climate specific finance
At a more detailed level is climate-specific finance. This is defined as activities which might
reasonably be expected to contribute to positive climate outcomes in terms of climate change
mitigation or adaptation. Broadly, this methodology adopts the following definitions, as proposed
by the OECD DAC:


Mitigation: The funds help stabilise GHG concentrations in the atmosphere at a level that
would prevent dangerous anthropogenic interference with the climate system by promoting
efforts to reduce or limit GHG emissions or to enhance GHG sequestration.



Adaptation: The funds help reduce the vulnerability of human or natural systems to the
impacts of climate change and climate-related risks, by maintaining or increasing adaptive
capacity and resilience

Mitigation
The OECD DAC Rio markers definition is fairly broad, so to clarify further the end-use of finance, we
propose adopting the MDB finance tracking definition (see Annex A)10. This provides a list of
allowable end-use activities for climate finance for a number of sectors (while also allowing other
activities that can demonstrate GHG emission reductions using robust processes). The key priority
sectors are:







End-use energy efficiency (brownfield and greenfield)
Supply-side energy efficiency
Renewable energy
Transport
Agriculture, forestry and land use
Waste and waste water

9

Note that CPEIR is developing a new approach to weighting based on the perceived share of benefits relevant
to climate change. See UNDP (2015) forthcoming.
10
For a further taxonomy, see Climate Bonds Initiative http://www.climatebonds.net/standards/taxonomy.
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Non-energy related emissions reductions (e.g. industry)
Cross-sector (e.g. policy, finance, R&D, monitoring)

Climate mitigation activities not covered in Annex A should not be counted as climate-specific in the
tracking exercise.
Adaptation11
It is more difficult to define and set boundaries for climate adaptation projects as increased
resilience to climate change may flow from both traditional development approaches as well as from
specific investments targeting future climate change.
Typically, adaptation projects and investments are likely to be found within the following sectors:








Agriculture, food security
Water and ecological resources (biodiversity)
Industry, extractives, manufacture and trade
Coastal and riverine infrastructure
Energy, transport and other urban/built environment infrastructure
Institutional capacity building
Cross sector (health, education, tourism, financial services, disaster risk reduction, policy)

Both the OECD DAC Rio Markers and the MDB tracking methodologies have adopted a broadly
similar approach to identifying adaptation finance based upon project intent and context. For the
purposes of this methodology, for funds to be classified as climate-specific adaptation, they must
show a robust analysis of climate threats and responses. They should in particular:




Set out the context of climate vulnerability of the investment or financial flow
Make an explicit statement of intent to address climate vulnerability
Articulate a direct link between the climate vulnerability context and the activities12.

As opposed to mitigation, there is no defined list for adaptation activities, only indicative types of
investments or projects within given sectors. Annex B provides the list from the OECD DAC
guidance, with Annex C providing a list of typical projects from the MDB guidance.

What is private finance?
Private finance actors
Most private sector capital by origin (private debt, equity) is likely to be deployed by private sector
actors (companies, project developers, households), and project teams will largely focus on the
activities of these groups when compiling data. Most private sector actors typically invest to achieve
cost savings or make profits and are therefore highly sensitive to policy and incentive structures.
It should be noted that there is often a grey zone between public and private ownership. For the
purposes of the methodology, private finance is classified by a combination of the entity making the
transaction together with the ownership of the risk associated with the transaction. Where the
institution has a majority public shareholding, or where the risk of default lies with the public sector,

11

The country pilots under the LECB programme will focus upon mitigation expenditures. Adaptation is included
within this methodological approach to ensure that a country could undertake a more holistic analysis of their
low-emission, climate-resilient development planning.
12
The use of climate scenarios and impact projections can support a dialogue with policy makers on the
impacts and outcomes of public expenditure which is used to leverage private sector adaptation finance.
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then associated finance should be classified as public. As a baseline, we use the OECD DAC
definition (with the term ‘Official’ equating to ‘Public’):
“Official transactions are those undertaken by central, state or local government agencies at their
own risk and responsibility, regardless of whether these agencies have raised the funds through
taxation or through borrowing from the private sector. This includes transactions by public
corporations i.e. corporations over which the government secures control by owning more than half
of the voting equity securities or otherwise controlling more than half of the equity holders’ voting
power; or through special legislation empowering the government to determine corporate policy or
to appoint directors. Private transactions are those undertaken by firms and individuals resident in
the reporting country from their own private funds.”13
The methodology recognises that not all investment made by private actors is private in origin. For
example, a private sector company may make an investment in a renewable energy facility. While
most of this finance may be private in origin (e.g. commercial debt or equity), other elements of the
finance may be public in origin (e.g. government grant, public debt or equity). Public development
financial institutions and donors are increasingly making use of private equity funds and other
investment vehicles to make downstream investments in private sector companies and projects.
Private companies may also receive direct or indirect capital support from government through
grants or other tax subsidies associated with capital investment.
However, it is considered unrealistic to undertake exhaustive research to determine and attribute
the ultimate source of funds. As the recent OECD analysis sets out:
“Distinguishing between public and private finance based on origin of the total resources of financers
could lead to more accurate estimates. In practice, it would be resource-intensive, and might not
necessarily lead to a meaningful identification of the ultimate public or private nature of finance,
particularly since any given amount might be rightfully labelled as public or private. For instance,
government spending is raised from households, while private investors and financiers can benefit
from public financial participation and backing (Caruso and Jachnik, 2014; Haščič et al, 2014)."
For the purposes of this report, we define private sector actors as follows:


Commercial companies and project developers14: These groups are the major investors in
climate-relevant activities. They may borrow or use their own equity to invest in climaterelevant projects (e.g. renewable energy facilities). Many are operators of infrastructure
within a given sector (e.g. energy companies) and, as such, may at the same time invest also
in activities that increase emissions, such as fossil fuel generation. Larger companies are
generally well resourced with technical and financial staff, and are strongly represented in
the countries where tracking is undertaken. This group also includes SMEs which may
constitute a large percentage of companies in some geographies and sectors, in particular
those engaged in producing and supporting smaller scale technologies (e.g. household solar
photovoltaics (PV));



Banks and other financial institutions: Commercial banks and other financial institutions
may make direct investments into climate change related assets, or act as intermediaries

13

For OECD DAC reporting directives, see http://www.oecd.org/dac/stats/documentupload/DCDDAC(2013)15-FINAL-ENG.pdf
14
Note that some commercial companies can be publically owned or backed. For the purposes of the
methodology, private investments are those made by companies without a majority public shareholding, or
those where the risk of the investment does not lie with the public sector.
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providing debt and equity to those making the investments. As financial providers, most will
lack technical capacity, and tend to see climate change investments as just one of a wide
range of asset classes, with a specific risk/reward profile;


Private Institutional investors: Institutional investors include private insurance companies
and pension funds. This group manages more than USD 70 trillion in assets worldwide and
seeks to deploy capital in lower-risk long-life asset classes (an investment profile typically
aligned with clean energy projects). To date, this group has deployed finance for climate
projects primarily in developed markets. They also purchase government and corporate
bonds, and may hold significant equity positions in companies undertaking climate activities;



Private foundations: Private foundations are typically charitable or developmental
institutions endowed by high net-worth individuals or companies as part of their corporate
social responsibility (CSR) activities. They often provide grants to support climate change
activities. Examples of private foundations funding significant climate change initiatives
include Rockefeller Foundation (RF) and Children’s Investment Fund Foundation (CIFF);



Non-government organisations (NGOs): NGOs and civil society organisations typically raise
funds to engage in socially beneficial activities, including climate change. They tend to have
significant presence in developing countries. While they may manage public-sector funded
programmes, they also mobilise their own private funds from public contributions;



Households: Households includes family units and high net-worth individuals. Households
contribute to climate finance as end-users of mitigation and adaptation technologies, as
investors (e.g. where feed-in tariffs exist for domestic-level PV generation), and as
contributors to public sector funds (through the payment of taxes). The source of their
finance is income, savings and/or inherited wealth. Remittances may also be a significant
source of household income.

Public Development Finance Institutions and State Owned Enterprises are considered public. In the
context of a sector study, all of the above actors may be either national or international, depending
on their domicile.
Public vs Private boundary considerations
As set out above, there are a number of grey areas which need to be considered between public and
private classification.
Private sector companies with public sector shareholders:
Many private companies (in particular former state companies that have undergone privatisation)
may retain the government or other public entity as a strategic shareholder. The government may in
some cases be the sole shareholder, in others retain a majority (or controlling) share alongside other
investors. In other cases, the state may simply retain a minority stake and a seat on the board.
 Where the government is the sole shareholder or retains a controlling (majority) influence,
investments made from the balance sheet should be counted as public investments. Where
the government retains a minority (non-controlling) stake, the allocation can be considered
as private (although project teams may note the public participation).
Public green bond issuance
When governments or other public entities issue green bonds for investment in climate-relevant
projects, a large proportion of the capital raised may originate from private sector investors, seeking
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a rate of return associated with the issue. The funds are likely to be blended, but individual
disbursements are unlikely to be reported separately.
 Public bond issuance should be assumed to be 100% public (irrespective of the share of
public/private finance) reflecting the fact that the public sector carries the risk. Corporate
green bond issuance should be assumed to be 100% private (although there is the possibility
that there may be some public subscription – e.g. by sovereign wealth funds).
Private capital in public investment funds or institutions
Publically-managed investment funds or institutions (such as National Development Banks) may be
partly funded through private capital. The funds are likely to be blended, but individual
disbursements are unlikely to be reported separately.
 Where there is clear information about the share of private capital in a given investment
made by a public investment fund, then the finance may be assumed to reflect this share on
a pro-rata basis. Where no such underlying data is available, then the investment should be
considered to be 100% public, with project teams noting that blended private capital may be
present.
Public capital in private investment funds or institutions
It is increasingly common for public sector institutions to deploy public capital through private sector
investment funds or financial institution intermediaries. This is a model that is widely deployed by
the multilateral development banks and donors to support renewable energy or energy efficiency
investment (e.g. credit lines, private equity funds). Private funds offer the public sector reach and
scale that cannot otherwise be achieved using traditional delivery models. Often these funds will
receive capital at concessional rates, but deploy it on commercial terms, using the concessionality to
buy down their own lending or investment risk.
 Where the share of public capital in the underlying investment fund or facility is known, then
the public-private split should be on a pro-rata basis. Where the balance is not known, then
the full amount should be classified as 100% private capital, noting the possible presence of
blended public capital.
Private finance instruments
Private sector actors finance low-carbon or climate resilient activities using a range of economic and
financial instruments. While there are a large number of potential hybrid structures, at the point of
commitment of funds, they will generally be recognisable as one of three key types of instruments:
debt, equity and grants. More detail is provided below:


Debt instruments
o Over the counter (OTC) loans. Loans from commercial banks or other providers
made to private sector companies that are repayable with interest over an agreed
period of time. Private sector debt is normally issued on non-concessional terms,
but may be supported by public concessional funds or loan guarantees when
deployed for climate change or other development purposes. Debt may be issued
for individual project vehicles, or for general working capital purposes;
o

Market-traded debt instruments: Bonds issued by private companies to investors
with an annual coupon (interest rate) attached, and a commitment to repay the
principal after a set period. Bonds are usually raised for large-scale individual
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projects or to capitalise investment funds. They can be backed by a range of asset
classes. Once issued, bonds can normally be bought and sold freely on the market;
o



Microfinance: Debt provided by non-traditional financial institutions to customers
considered too small or having too high transaction costs to be serviced by
traditional banks.

Equity instruments
o Listed: Funds raised by commercial companies on public stock markets through the
issuance of shares can be deployed for climate relevant purposes;
o

Unlisted. Equity can also be raised through the private issuance of shares for climate
relevant purposes. This equity is not traded;

o

Balance sheet: Equity sitting on a company balance sheet (deriving from previous
share issuance or accumulated profits) can be deployed as investment capital.
Households also effectively have a balance sheet, reflecting their accumulated
income and savings.



Financial guarantees and risk insurance are also instruments of particular relevance to
climate change investment. However, they generally serve to mobilise or underwrite other
financial flows, rather than provide the finance themselves (unless they are called upon in
the event of default or non-delivery). As such, they have a private sector mobilising effect
similar to that of public policy instruments. For the purposes of this methodology, the use of
guarantees or other similar instruments is noted at the level of the individual transaction,
primarily to support an understanding of their effectiveness as an instrument. Where
guarantees are called upon, or where there are commercial fee costs associated with their
provision, these should be counted.15



Grant instruments
o

CSR contributions: Private sector companies may set aside a proportion of their
budget to provide grants to socially beneficial projects in line with CSR
commitments;

o

Private philanthropy: Private Foundations or high net-worth individuals may choose
to provide philanthropic grants to climate relevant projects.
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For an overview of the different derisking approaches, see the UNDP report on Derisking Renewable Energy
Investment (DREI). This report differentiates between those instruments that reduce underlying risks (e.g. RE
targets, grid access standards), those that transfer risk (e.g. loan guarantees, political risk insurance), and those
that compensate risk and other additional costs (e.g. Feed in tariffs, tax credits).
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Figure 1 Private sector instruments
Private source of Funds

•Corporations
•Project developers
•Institutional
investors
•Financial institutions
•Private foundations
•Non - govt
organisations
•Households
•Domestic vs
International

Instruments used

•Debt
•Corporate
•OTC
•Equity
•Listed
•Unlisted
•Balance sheet

Use of funds

•Climate-relevant
•Climate-specific
•Adaptation
•Mitigation
•Both

•Grant
•Guarantees
•Insurance

In addition, funds may be deployed using a range of modalities. These include credit lines,
performance-based payments, public-private partnerships or advanced market commitments (GCF
2013). Where these are used, they are noted within the methodology.
In addition to the capital costs recognised at commitment stage, some climate change investments
(particularly those related to project finance) may also have outflows (e.g. operating costs) and
inflows (e.g. feed-in tariffs) over time. For the purposes of this methodology, we identify only initial
capital investment costs, rather than the net investment over the project lifetime or the return
associated with the investment. This is partly to ensure that the exercise does not become too
complicated, but also to reflect the focus of the methodology on understanding the mobilising effect
of public policy and capital.16

Determination of geographical origin of finance
The methodology does not seek to assign private finance to a country of origin, nor does it seek to
classify its origin as from developed vs. developing country17 (e.g. North-South/South-South). The
primary focus is to identify whether the funds are domestic or international in origin.18 Such a
distinction can help supporting developing country planning processes in terms of understanding the
scale of available domestic capital. The following are issues relevant to the domestic versus
international classification.
International corporate structures
It is possible that funds flow through a number of intermediaries or corporate structures before they
are committed by a local registered subsidiary or representative office. The question is whether
these funds should be classified as domestic or international.

16

Over time, the methodology may be expanded to review private sector operating costs alongside capital
costs
17
For this reason, no definition of developed versus developing country is provided here. Further discussion
on country classification can be found at the OECD Research Collaborative. Public funds identified that may
lead to private sector mobilisation should be identified by country of origin where possible.
18
The DAC Survey on Guarantees has indicated that it is possible to distinguish between international and
domestic flows when data are collected at the activity level (i.e. with a bottom up approach).
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 The preferred option would be to assign the finance to the country of the parent company
(or intermediate parent where ultimate ownership is not known). For the purposes of the
tracking exercise, it may not be possible to trace the flow of funds back through
intermediaries. Where no data are available on the corporate structure, the funds should
be classified as unknown. Cases of multiple country ownership (e.g. multilateral institutions)
should always be classified pro-rata as international/domestic where data exists. Efforts to
classify individual companies should be commensurate with the volumes of capital for
which they are responsible.
Multi-country ownership or funding
Institutions may be owned, or funds capitalised, by institutions from a number of countries,
including the country in which the methodology is being applied. This may be the case for regional
development banks or investment funds.
Where funds or institutions are part-owned or funded by the country in which the research is being
undertaken, a pro-rata share should be taken based on the % share of funds or share ownership.
Otherwise, they should be classified as international where data is not available.
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Overview of Process
This paper sets out a proposed methodology for national governments or agencies to undertake a
review of private sector climate finance at the sector level for their countries. It aims both to
estimate the scale of private sector flows into climate relevant sectors, as well as allowing
government to understand the mobilising effects of public policy. This section sets out a
recommended research process for national project teams to follow. It is broken down into 8 stages
separated into 2 distinct phases (see Figure 1).
Phase 1 (Scoping) seeks to ensure that the research process is targeted at, and aligned with, national
objectives and priorities. Given the complexities of identifying and accessing private climate finance
data, the approach is structured to minimise the risk of project teams targeting sectors for which
there are likely to be downstream data collection issues. During this phase, discussions are
undertaken with potential providers of information (research organisations, financial institutions,
government departments, and project developers) to ascertain their interest in cooperation. Issues
of wider government engagement and buy-in are also addressed. Recognising that the approach in
each country and sector will be different, it also allows the project team to refine the approach
within this overall framework to maximise its effectiveness in the local context. From a timing
perspective, it is expected that phase 1 will take approximately 3 months. During this time, external
support will be provided by UNDP to help frame the overall approach.
Phase 2 (Data Collection and Reporting) sees the main body of data collection by the project team.
This involves reviewing individual transactions or national-level data sets, and compiling investment
data into the suggested templates. Data is then checked using stakeholder analysis to avoid doublecounting and overlap (e.g. public vs. private, domestic vs. international), before a report is prepared
setting out key conclusions and learning. It is expected that Phase 2 will take approximately 6-12
months.
Figure 2. Structure of methodology

Phase 1:
Scoping Phase
(c. 3 months)

Phase 2
Data collection
and reporting

•1. Establish objectives
•2. Set the research scope
•3. Review public policy and finance context
•4. Identify private sector data sources
•5. Define the approach

•6. Collect data
•7. Review data and undertake quality assurance
•8. Reporting and conclusions

(6-12 months)

Each stage of the process is set out in more detail below.
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Phase 1: Scoping Phase
Stage 1: Establish objectives
Section
Stage
1:1:
Establish
Establishing
Objectives
Objectives:
(2 pages)
(2 pages)
This section should explain the purpose of the private sector tracking exercise. Answers to the
following questions should be provided:


What are the key national objectives in tracking private climate finance flows?



How are the outputs likely to be used?



Which audiences are likely to have an interest in the results?



How does this process fit into wider climate finance tracking approaches?



Whether
How
many
Will
years
the of
exercise
historicit data
will be
willa be
one-off
reviewed
or a multi-year
(3+ years preferred)
approach?



Whether it will be a one-off or a multi-year approach?

There are a range of potential reasons as to why a national government might wish to track private
sector climate flows. Each country will have a different set of motivations that may need to be
reflected in the individual approach. The methodology recognises that a degree of flexibility is likely
to be necessary. Potential government motivations include:
a.

Measuring the effectiveness of public policy and investment activities in mobilising
private sector finance for climate change purposes19;

b.

Support the allocation of public funds to private sector incentives and fiscal
mechanisms;

c.

Informing discussions on the share between public and private finance in meeting
climate mitigation and resilience policy objectives;

d.

Supporting the development of longer term private sector mobilisation strategies,
targets and policy instruments;

e.

Assessing the growth and development of ‘green’ industries and sectors, and their
contribution to investment and economic development;

f.

Establishing credibility and building baseline data to support access under the Green
Climate Fund Private Sector Facility and other relevant instruments;

g.

Monitoring private finance mobilised by international public funds towards the
fulfilment of commitments made under the UNFCCC process;

h.

Developing material for NC and MRV reporting processes under the UNFCCC

19

Note that understanding the mobilising effects of public finance will require additional work in identifying
public instruments and financial flows that can have a catalysing effect on private finance. This is part of the
CPEIR process.
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The results of such analysis are likely to be of interest to range of agencies. The project team should
consider the potential audiences for outputs of the research exercise, and define how each might
find the results of use. The relevant agencies should be engaged during Phase 1. These may include:










Ministries of Environment, Energy and Foreign Affairs (in UNFCCC negotiations);
Ministries of Economy or Finance (looking at effectiveness and scale of policy instruments);
Ministries of Planning (reviewing strategic growth of climate relevant sectors);
Relevant sector ministries (for sector strategy development);
National financial institutions or development banks (engaged in sector financing);
Commercial data providers looking to strengthen their understanding of national markets;
Chambers of commerce;
Customs and excise agencies;
Research bodies engaged in private sector tracking (e.g. OECD Research Collaborative).

The project team should also detail how the private finance tracking approach will complement or
align with existing climate finance initiatives (e.g. CPEIRs or other forms of budget tracking). For
example, there is significant scope for assessing the benefits of public financial flows on mobilising
private resources, and the CPEIR may serve as a good entry point for identifying potential areas of
private sector investment (particularly related to the use of public funds as private sector
incentives).
The project team should also indicate whether they intend this exercise to be a one-off, or to evolve
into an annual or regular tracking exercise. The ambition is that this process should evolve into an
annual activity, with associated institutional processes and resources. Even where the exercise is a
one-off, at least 3 years of historic data should be examined to allow for the development of trend
information, and to allow for future bi or triennial updates should these be undertaken.

Stage 2: Set the research scope
Stage 2: Set the research scope (2 pages)
This section sets out the scope and boundaries of the tracking exercise, together with the
rationale. The following areas should be considered:


Sector scope: Set out choice of sector(s) with boundary descriptions and provide rationale
for selection of given sector



Geographic scope: Set out the geographic scope of the assessment (national, subnational), and provide rationale (mitigation or adaptation priority region)



Geographic origin: Indicate whether the tracking will look at funds of domestic or
international origin or both, and provide rationale

Sector scope
The tracking team should decide on the sector(s) for which the exercise will be undertaken. A
maximum of 1-2 sectors is recommended initially until the project team is comfortable with the
process, after which the scope may be expanded. The choice of sectors should be driven by national
priorities in relation to mitigation and adaptation, but should also take account of the likely

20

availability of and access to data20. Frameworks setting out typical climate-relevant sectors may be
reviewed in Annexes A, B and C.

Geographical scope
While most project teams will choose to look at a sector in the national context, it is possible that
some will be specifically interested in sub-national analysis, particularly where a region has strategic
importance from a climate perspective. For example, a sub-region may be a significant source of
abatement potential (e.g. reforestation), or may be particularly vulnerable to the impacts of climate
change (e.g. low-lying coastal area). The choice of sector may naturally limit the geographical scope
to regions most relevant to the sector profile.

Stage 3: Review the public policy and finance context
Stage 3: Review the public policy and finance context (3-5 pages per sector)
This section provides an overview of the current public policy and financing context for the
chosen sectors. In particular, the following questions should be addressed.


What are the key sector strategies and planning frameworks associated with the sector?



What are the key climate change strategies relevant to the sector?



To what extent is meeting sector objectives or targets dependent on private investment?



Do existing policies incentivise negative climate action (increase emissions, vulnerability)?



What key public policy instruments are being used to attract private finance?



What public finance (domestic and international) is being provided to the sector?

This stage aims to gather information on policies and strategies with a view to understanding what
share of private sector investment and projects are benefiting from public policy incentives and how
effective are policy instruments in mobilising private capital.

Sector strategies and targets
Project teams should briefly describe key national strategies and targets for the chosen sector(s),
particularly in relation to climate change objectives. In particular, any private sector role or burden
share should be elaborated. Note should be made of explicit expectations of private sector
contributions to the sector, such as the level of required investment, modalities for involvement
(e.g. public private partnerships), and expectations of growth in sector contribution to the wider
economy. Relevant documents for review may include national and sector specific climate change
strategies, national and sub-national sector strategies and policy documents, national development
strategies, budget analysis, sector plans and government announcements. Sector assessments
undertaken by third-parties (research, academic, IFIs) should also be reviewed.

Public policy instruments
Project teams should create a list of the key policy instruments that are relevant to the mobilisation
of private sector capital in the sector. Public policy instruments are designed to influence or change
the behaviour of private sector market participants towards making low-carbon, climate-resilient
20

Based on the experience of existing tracking, some sectors, such as renewable energy, are likely to have
greater availability of data than others.
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investments. They provide instructions, incentives and information to private sector market
participants.
Public policy instruments include the following21:


Regulation: Regulations set boundaries for activity in the market. This may include
standards, quotas, licences, laws or other restrictions. Examples might include creating
minimum standards for energy efficiency, banning imports of certain types of non-green
technology, or setting targets and objectives (e.g. for emissions or energy intensity). These
are usually enforced through legislative processes;



Economic instruments: Economic or fiscal instruments can influence the supply of and
demand for climate-relevant investment. These policies seek to influence behaviour by
altering the costs and benefits towards preferred outcomes. They may include carbon taxes,
levies, tradable permits (including cap and trade systems), government payments, lending,
guarantees, insurance, public procurement subsidies and price support. Examples include
feed-in tariffs, capital subsidies, carbon taxes, cap-and-trade systems and capacity
payments;



Innovation policy: Government may provide support to the development and deployment of
early-stage technologies that are not yet ready for private sector commercialisation.
Examples might include technology incubators, Research and Development (R&D) advisory
support and the development of knowledge centres;



Information policy: Governments may invest in knowledge platforms and information that
can support private sector developers to make investment decisions. This may include the
dissemination of statistical and mapping data to the private sector, transparency initiatives
and awareness campaigns. Examples might include issuing national meteorological data or
risk assessments for commercial use, raising awareness of commercial opportunities among
private sector investors, increasing consumer demand for green goods and services (e.g.
energy efficiency labelling schemes), and improving monitoring activities.

Project teams should review the relevant policy documents, consult with relevant stakeholders to
identify the key sector relevant approaches, with a particular relevance to the private sector. This
information will be used to support the policy dialogue with national governments over the use of
public funds to mobilise private sector investment, particularly where understanding these linkages
is a primary policy objective of undertaking the assessment.22

Public financing instruments
Project teams should make a high-level assessment of significant flows of public climate funds to the
sector for the latest 3 years for which data exists (e.g. 2012-14). This is done to identify potential
projects where private capital may have been deployed as co-finance (there is often a lag between
commitment of public capital by IFIs and donors and its mobilising effect on private capital). It can
also assist in understanding to what extent public funds may have been blended with private funds
for investment purposes.
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For a sector specific typology of public policy instruments, see UNDP Derisking Renewable Energy
Investment (DREI) – Waissbein et al (2014)
22
Note that not all private sector finance is mobilised by public policy. Project teams should be careful to
make the link between public policy and private finance.
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Institutions issuing public finance will include:






Developing country governments
National development banks
Bilateral development assistance
International financial institutions (multilateral)
Dedicated climate funds (e.g. Climate Investment Funds (CIF), Global Environment Facility
(GEF), GCF)

Public financing instruments (financial derisking instruments and direct financial incentives) can be
used to unlock and de-risk low-emission or climate-resilient private sector investment. The
instruments used are similar to those used by the private sector. Financial derisking instruments
may carry more concessional terms in order to meet the incremental costs of investing in climaterelevant activities, or to assume some level of financial risk23. Typically, they include equity
investments at below market returns, grants, concessional loans and guarantees. Further details are
set out below:


Debt: Public funds may be lent to climate-relevant companies or projects to demonstrate
public sector commitment, to fill a financing gap where there is a shortage of capital or to
overcome risk perceptions among other lenders. Debt is primarily used to finance
construction or development costs. Concessionality may be provided through the use of
long grace periods, lower interest rates or longer tenor than is commonly available in the
market. This is particularly useful where commercial banks may regard climate-relevant
investments as higher risk (e.g. new technology, new sector), or where the activity is only
marginally profitable. Governments may also raise money through the issuance of green
bonds, where private sector finance is raised and then invested by public sector bodies in
adaptation or mitigation activities. Revolving loans, export credits and subordinated debt
are forms of debt finance;



Equity: Public funds are used to take an equity position in a company or project. This can be
done to influence behaviour (e.g. Development Financial Institution (DFI) shareholdings),
signal confidence to other investors (cornerstone investing), meet a financing gap, or to
provide sufficient equity to facilitate debt leverage. Public equity positions may be taken in
Public Private Partnerships (PPPs). Public equity can be structured to receive lower returns
than demanded by private investors through a risk tranche. Preferred equity is also included
(blending characteristics of debt and equity). Equity investments are typically higher risk
than debt;



Grants: Public grants are most often used for technical assistance, project preparation and
capacity building. They are also deployed to support early-stage innovation and R&D. They
can be blended with commercial finance to lower costs and improve the risk-return profile.
They can also be used to fund first-loss positions for other investors;



De-risking Instruments: Public funds may be used to de-risk other forms of investment for
private sector investors. They are particularly useful for unlocking large pools of institutional
investor assets (who tend to be more risk-averse than equity or debt investors). Public funds
are normally used where private or commercial insurers cannot provide adequate risk
coverage. Risk instruments may include first-loss guarantees (a commitment to use public
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Note that some public finance (e.g. through the MDBs) is offered on fully commercial terms where the
potential for market distortion is a concern, or where availability of capital (rather than its cost) is a key
constraint.
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funds to absorb credit defaults or losses on climate-relevant investments), climate risk
insurance (paying out in the event of climate-related infrastructure damage or economic
losses) or political risk (covering losses due to geographical or policy risk). Export credit
guarantees can be used to leverage trade in climate-relevant goods and services. Risk
instruments may also change form during the contract lifetime (e.g. converting equity to
debt in the event of a credit event). Risk instruments, by their nature, are only triggered if
the risk event occurs, so public funds are not usually disbursed as a result.
Various aspects of climate finance flows are reported upon, monitored and tracked via a number of
initiatives and online platforms, ranging from efforts led by contributor countries, to those of
international organisations, multilateral development banks and development finance institutions,
to several research institutes and civil society efforts. International public fund information may be
found in a range of sources24. Some sources of information are set out in Annex D.

Stage 4: Identify private sector data sources
Stage 4: Identify
Private sector
pPrivate
data
sector
sources
data(4-5
sources
pages(4-5
perpages
sectorper
plus
sector
annex)
plus annex)
This section reviews the potential sources of data for private climate finance flows in the sector.
The following questions should be answered:


Which institutions provide potential sources for private climate finance data in country
the
country
(both
climate
(both relevant
climate relevant
and climate
and specific)?
climate specific)?



What specific databases or data sets exist?



For each data set:
o

What is the structure and format of the data?

o

Over what time period is the data presented?

o

Is data disaggregated sufficiently to identify climate-specific flows?

o

Under what terms can the data sets be accessed?



Which data sets or sources are most likely to be of use for the purposes of the research?



To what extent are data sets and definitions compliant with international systems (e.g.
International Monetary Fund (IMF)/DAC/OECD etc?)

The project team should draw up a full list of the potential sources of private climate finance flow
data before finalising the approach in Stage 5. This is to avoid committing to tracking private finance
flows for which data access is likely to be difficult.
To identify potential data sources, project teams should undertake a consultation process with key
national and international partners to map out the availability of such data. This is likely to include a
series of meetings with public and private sector institutions, together with a review of open source
information and databases.
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http://www.oecd.org/dac/environmentdevelopment/2013%20ODI_Understanding%20climate%20finance%20-%20FINAL.pdf
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Public sector
Meetings should include discussions with the following types of organisations:











Central Bank
National Development Banks
Statistics office
Relevant sector ministries
Ministries of Finance and Economy
Investment promotion agencies
National planning agencies
National pension or investment funds
Customs agencies
Company registration bureaux

Potential data sets to be discussed include:








Government databases (e.g. Foreign Direct Investment (FDI))
National economic and statistical databases
National sales or customs data for climate-relevant sectors (e.g. energy efficient equipment)
National sector-specific investment databases
Public procurement processes in which private sector actors participate (e.g. tenders)
Public sector managed databases (e.g. participants in renewable energy programmes)
Public support mechanisms that require full reporting of private transactions (e.g. Clean
Development Mechanism (CDM))

Private sector
Private sector organisations and commercial research providers are likely to have good access to
underlying transaction and investment flow data, although this may not be publically available. The
project team should undertake consultation with the following types of institutions:





Large sector companies
Business associations or chambers of commerce
Financial institutions investing in the sector
Commercial database providers (national and international e.g. Bloomberg¸ Thomson
Reuters) undertaking sector tracking

The discussions should focus on the potential for obtaining climate-specific financial flow data (debt,
equity or grant) from the following types of data sources:






Individual company investment transaction data
Bank investment portfolios
International third-party commercial databases
National third-party commercial research databases
Commercial sector research reports
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For each data set identified, the project team should also discuss the potential for access. Note that,
for commercial databases or research, fees may be payable25.

Open source information
A number of data sources will be open-access or public domain. These include:


International public databases (e.g. UNCTAD FDI, World Bank WDI, OECD DAC and FDI
statistics, CDM Registry, NAMA Registry, GEF Website)
Transparency initiatives (e.g. EITI)
Voluntarily-disclosed corporate data (press releases, financial statements, annual reports)
International Financial Institutions (IFIs), bilateral and donor agency reporting (project
documents, websites and press releases)
Climate finance tracking reports and databases (e.g. CPI, climate fund updates, WRI)
Industry and trade publications
Local media reports
Interviews with key stakeholders in government, private sector and financial institutions.









The project team should review relevant international and national publically available data sets as
appropriate.
For each data source identified, the template in Annex E should be completed, setting out the name
of the data source, the data points that it contains, the potential use to which they could be used as
part of the methodology, and any comments on access rights or restrictions. This should be
appended to the Phase 1 report output (see stage 5). The profile of available data will, to a large
extent, determine the choice of approach taken.

Stage 5: Define the approach
Stage 5: Define the approach (3-4 pages per sector)
Based on the available data sources, the project team should detail the approach that will be
used to collect and analyse the data. Project teams should set out the following:


What is the overall approach (bottom-up vs. top down or a combination of both)?



Are there boundaries for the analysis (minimum transaction size, timing)?



How will proxy assumptions be used and what are the potential sources?



What is the work plan and institutional arrangements for Phase 2?

As set out in Stage 4, the choice of methodology will be determined to a great extent by data
availability and how actively key stakeholders can be engaged. Data collection can use one or a
combination of approaches – top down and/or bottom-up. These are described in more detail
below.
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Note: For international commercial databases, UNDP may wish to consider negotiating shared access for the
relevant project teams where possible if they are thought to contain sufficient data to support the research
exercises.
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Bottom-up (transaction-based)
A bottom-up approach is primarily transaction-focussed. It seeks to identify individual investments
where the financing structure may be disaggregated into its component parts:




Instrument (debt/equity/grant)
Profile (public/private)
Geographical origin (domestic/international)26

Bottom-up transaction-based approaches are most likely to be used for tracking large-scale
investment deals. For example, commercial databases may cover investments in renewable energy,
together with details of the investors and instruments used. However, they can equally be applied
to small-scale transactions where these are recorded: for example, customs or Value Added Tax
(VAT) revenue data may also provide detailed information on quantities of smaller items sold or
imported for industry or households (e.g. energy efficient lighting or renewable energy equipment).
A bottom-up approach may be considered more credible by external audiences as it is underpinned
by granular investment data. Where data is available (e.g. from centrally-managed databases), it
may also be more straightforward from a methodological perspective, requiring a simple sum of all
transactions identified.
However, data availability may be more of an issue for medium- and small-scale transactions. Even
where information is available, it may be very resource-intensive to collect if the number of
transactions is large. This may also result in only a percentage of actual transactions being captured,
resulting in an incomplete picture at national or sector scale. For this reason, it is recommended
that bottom-up approaches are combined with some level of top-down analysis for crossreferencing and contextual purposes (see below).
For a bottom- up approach, the report should set out the research process by which data will be
gathered. This will include:


Cooperation strategies with government partners regarding access to national datasets



Strategies or costs associated with accessing commercial data sets



Use of corporate or investor surveys to identify relevant data sets (written, face to face,
telephone)27



Use of publically available reports



Expected timing and resourcing

Top-down (proxy-based)
The top-down approach uses existing climate-relevant data sets and proxy indicators to approximate
the scale of private finance being deployed on climate-specific activities. Top-down approaches will
typically be used where there is a lack of underlying project transaction data, or where the costs of
collecting such data would be prohibitive. They can also be used to provide context for and
benchmark the scale of data identified through bottom-up approaches. One benefit of top-down
26

Note that assigning a country of origin is not necessary. Only the distinction between domestic and
international is tracked.
27
Note that findings from the Swiss pilot study (conducted by the University of Zurich) indicate very low
response rates from such surveys of private corporations. In the end they had to rely on top-down proxies
instead

27

approaches is that they may be resource-efficient from a data collection perspective (as they draw
on data sets already collected for other purposes). As a result, they can therefore more easily be
used on a multi-year tracking basis. The downside is that the analysis may be more assumption- or
proxy-based where climate specific data is not available in the main data set. This, in turn, may
reduce the legitimacy of conclusions drawn. The approach therefore may be more useful for
internal strategy and policy development purposes than for external presentation.
Typical examples of financial data sets that might be considered include private sector investment in
the energy sector or FDI in the agriculture sector. Here, the challenge is to approximate the share of
investment in a climate-relevant sector that flows to climate-specific activities. Project teams will
need to develop a set of proxy assumptions that are supported by academic, research or other
monitoring data. The outputs of bottom-up transaction data can also be used as the basis for proxy
assumptions to inform the estimated split between public versus private, the geographical origin, or
funds and types of instruments used.
Some data sets may be non-financial in nature (e.g. change in renewable energy installed capacity,
or reduction in sector energy intensity). These can also be used to approximate investment costs,
although this process requires additional methodological consideration, with some level of technical
and economist support. While these additional considerations are encouraged, the most important
aspect is to be transparent in the report about assumptions made. Project teams may seek to
review sector specific exercises (e.g. UNFCCC NC, REDD Forest Reference Level, TNAs, SE4All Action
Agenda) to identify potential proxy data that might be applied.
To improve the robustness of the proxies, project teams may decide to engage in sampling or other
research processes to establish the proxy assumptions on the basis of quantitative and qualitative
data. One approach would be to interview a number of private sector companies to establish what
share of overall investment in a climate-relevant sector was actually spent on climate-specific
activities. Another might be to examine the capital structure of companies operating in a sector (on
the basis of their financial accounts) to understand the balance of debt and equity. These
approaches should be decided on a case by case basis, depending on the sector and the nature of
the proxy assumptions involved.
Some assessments have used public private leverage estimates to calculate the potential scale of
private sector flows.28
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For examples of public-private leverage calculations, see WRI 2012, Public Financing Instruments to
Leverage Private Capital for Climate-Relevant Investment: Focus on Multilateral Agencies. IFC (2014),
Catalyzing Private Sector Finance for Climate Change Mitigation Projects in East Asia and Pacific; EBRD (2012),
Catalyzing Private Sector Climate Finance: Presentation prepared for the Second UNFCCC Workshop on Long
Term Finance; EBRD 2014, EBRD – Power & Energy Utilities
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Figure 3: Use of Proxy Assumptions for Public-Private Leverage

Using public-private proxy leverage estimates through Development Finance Institutions
A 2014 Study by Triple E Consulting for the Netherlands Ministry of Foreign Affairs sought to estimate the
level of private sector finance associated with Dutch climate change development assistance. The team
undertook both a bottom-up approach (reviewing private sector mobilisation for individual projects), and
a top-down approach (estimating the amount of leverage associated with their contributions to
Development Finance Institutions (DFIs)). For the top-down estimates, the team reviewed a number of
reports on the leverage effects of public finance in relation to total climate change investment. These
ranged from 1% private sector co-finance for public sector focused DFIs (IBRD, IDA), to 7% for DFIs with a
balanced public-private (AFDB, IDB), to 50% for IFIs with a stronger public sector focus (EBRD, EIB, IFC).
Such an approach could be used to apply leverage assumptions to public investment in relevant areas to
create an upper estimate of private flows that could then be further interrogated by bottom up analysis
Source: Triple E Consulting 2014

The Government of Switzerland also uses a range of top-down proxy assumptions to estimate
private sector investment mobilised across a range of climate finance flows (Government of
Switzerland 2013).
Figure 4: Use of Proxy Assumptions by Government of Switzerland to calculate mobilised private finance

Estimating private sector relevant investment mobilised by Government of Switzerland.
The Government of Switzerland has sought to estimate the scale of private sector investment mobilised
by Switzerland as part of a 2013 Study. A range of top-down proxy approaches are set out in the paper.
These draw upon available public reports and academic estimates. Examples of approaches used include:











Carbon market payments: Compliance market based on % share of global CDM credits
purchased by Swiss Companies. Voluntary market based on academic estimate of total size of
voluntary market and Swiss share of global voluntary market;
Non-return oriented finance: Based on academic study of Swiss share of global philanthropy
market multiplied by OECD DAC data of share of development finance relevant to climate change
(estimated at 5-10%)
Foreign Direct Investment: Range based on Swiss share of global low carbon FDI flows (as
reported by UNCTAD 2010), and estimated climate relevant component of Swiss FDI Data
(Renewable Energy sector only)
Mobilised private finance: Calculated from Swiss Share of CDM credits (2.5%) multiplied by total
value of CDM projects (derived from literature)
Mobilised by public finance: Range Calculated from total Swiss ODA with climate marker
(principal or significant) multiplied by estimated leverage ratio of public-private (estimated at
0.4-2.6 derived from literature review)
Mobilised by export credits: Calculated by multiplying estimate of global green export credits by
public-private leverage ratio (0.4-2.6) and Swiss share of officially supported export credits from
1999-2010 (OECD)

Further details are available in the paper.
Source: Government of Switzerland (2013)

Where proxy assumptions are to be used, the project team should set out the methodology in the
report, or at a minimum describe the process by which they will be derived.
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It is recommended that, where possible, the two approaches (top-down and bottom-up) are
combined. This allows data identified in the bottom-up analysis to be used as a proxy in the topdown analysis. It also allows for the reporting of a range of outcomes, recognising the challenges
associated with this exercise.
For both approaches, a time period should be set for which data will be gathered or estimates made.
It is recommended that the review covers a minimum 3-year period (e.g. 2012-14) to provide a
multi-year overview, and potentially some trend data. Reviewing multi-year data also recognises the
potential for delays in data reporting (meaning that data sets for the most recent year may not yet
be complete or fully reported), thereby increasing the usefulness of the data. Any future update or
annual tracking process would be able to review data gathered and expand accordingly where data
points had been missed for this reason.
At the end of Phase 1, the project team should have prepared a report consisting of a 4-5 page
introduction (Stages 1-2) and 15-20 pages per sector (Stages 3-5) This will be supplemented by an
annex setting out the main data sources and their applicability.

Phase 2: Data collection and reporting
Stage 6: Collect Data
Data collection processes
During the data collection phase, the project team will review the identified databases, data sets and
reports from Phase 1 scoping in order to obtain the base information for the analysis. Where
appropriate, the team will undertake company- or fund-level consultation and research to obtain the
necessary data. While the expected approach will have been set out in in the Phase 1 report, it may
be adapted during Phase 2 in light of opportunities and challenges that are encountered during the
process.

Data collection
Bottom-up
For bottom-up (transaction-based) data collection, the following data points are required. Each
commercial transaction analysed should have its own data reference sheet to ensure transparency.
The template for data collection can be found in Annex F.


Total transaction values (local currency and USD $)



Climate-specific transaction values ($)
o Instrument: equity vs. debt vs. grant
o Origin of finance: international vs. national
o Private vs. public ($ and %)



Climate-relevant transaction value ($)
o Instrument: equity vs. debt vs. grant
o Origin of finance: international vs. national
o Private vs. public ($ and %)

Note that climate-relevant excludes climate-specific transaction values (i.e. they are exclusive and
climate-sensitive is not a subset of climate-relevant).
The project team should fix an exchange rate to the US Dollar by year for the purposes of the
analysis. This exchange rate used should reflect the year in which the funds were disbursed (or
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committed where this is used as a proxy)29. No discounting is used for the purposes of the analysis
between years.30
Climate-specific transactions are considered to be 100% relevant and their full value should be
counted for the purposes of tracking31.
For climate-relevant transactions, the project team should assign a weighting that reflects an expert
judgement of the relevance of the investment climate change. For this purpose, the project teams
may refer to guidance under the CPEIR (UNDP 2015)32. This guidance offers two options for
assigning a weighting. The first option assigns a weighting based on the whether climate change
appears to be a primary objective, a secondary objective or a co-benefit. This is set out in Table 1.
The second option weights investment on the basis of the additional benefits of the investment
under a climate change scenario. For the purposes of the tracking exercise, it is recommended that
Option 1 be used initially as this will be less data intensive. Weighting approaches will be updated
over time in line with experience from both CPEIR and private finance tracking exercises.
Table 1: CPEIR weighting methodology (UNDP 2015)
High
relevance

Rationale

Weighting
more than
75%

Examples

Medium
relevance

Rationale

Clear primary objective of delivering specific outcomes that improve climate resilience
or contribute to mitigation


Energy mitigation (e.g. renewables, energy efficiency)



Disaster risk reduction and disaster management capacity



The additional costs of changing the design of a programme to improve climate
resilience (e.g. extra costs of climate proofing infrastructure, beyond routine
maintenance or rehabilitation)



Anything that responds to recent drought, cyclone or flooding, because it will
have added benefits for future extreme events



Relocating villages to give protection against cyclones/sea-level



Healthcare for climate sensitive diseases




Building institutional capacity to plan and manage climate change, including
early warning and monitoring
Raising awareness about climate change



Anything meeting the criteria of climate change funds (e.g. GEF,PPCR)

Either (i) secondary objectives related to building climate resilience or contributing to
mitigation, or (ii) mixed programmes with a range of activities that are not easily
separated but include at least some that promote climate resilience or mitigation
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Where the official and the internationally traded exchange rate differ, the project team should decide on the
preferred rate to be used in the analysis (based on political considerations) and document this within the
report.
30
Note that where historic private sector flows are used to assess the potential level of private sector
contribution to meet future investment needs (as set out in national policies or strategies), then such flows
may be discounted going forward on the same basis as the investment requirements.
31
This is in line with the Rio Marker Guidance where those projects with a principal objective are weighted at
100% for finance tracking purposes
32
This approach differs from the Rio Marker Guidance, where those projects with a ‘significant’ objective are
all weighted at 40%. This methodology allows more flexibility for project teams to make an assessment of the
level of relevance and weighting
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Weighting
between
50% to 74%

Examples

Low
relevance

Rationale

Weighting
between
25% - 49%

Examples

Marginal
relevance

Rationale

Weighting
less than
25%

Examples



Forestry and agroforestry that is motivated primarily by economic or
conservation objectives, because this will have some mitigation effect



Water storage, water efficiency and irrigation that is motivated primarily by
improved livelihoods because this will also provide protection against drought



Bio-diversity and conservation, unless explicitly aimed at increasing resilience
of ecosystems to climate change (or mitigation)



Eco-tourism, because it encourages communities to put a value of ecosystems
and raises awareness of the impact of climate change



Livelihood and social protection programmes, motivated by poverty
reduction, but building household reserves and assets and reducing
vulnerability. This will include programmes to promote economic growth,
including vocational training, financial services and the maintenance and
improvement of economic infrastructure, such as roads and railways

Activities that display attributes where indirect adaptation and mitigation benefits
may arise


Water quality, unless the improvements in water quality aim to reduce
problems from extreme rainfall events, in which case the relevance would be
high



General livelihoods, motivated by poverty reduction, but building household
reserves and assets and reducing vulnerability in areas of low climate change
vulnerability



General planning capacity, either at national or local level, unless it is explicitly
linked to climate change, in which case it would be high



Livelihood and social protection programmes, motivated by poverty
reduction, but building household reserves and assets and reducing
vulnerability. This will include programmes to promote economic growth,
including vocational training, financial services and the maintenance and
improvement of economic infrastructure, such as roads and railways

Activities that have only very indirect and theoretical links to climate resilience



Short term programmes (including humanitarian relief)



The replacement element of any reconstruction investment (splitting off the
additional climate element as high relevance)



Education and health that do not have an explicit climate change element

In addition to the above data points and weightings, project teams should identify the following at
transaction level.


Use of guarantees or other risk instruments: Guarantees do not represent expenditures but,
rather, de-risk other aspects of lending (unless they are called upon in which case they do
represent a financial flow). For the purposes of this methodology, they are therefore
mobilising instruments rather than sources of finance. Their use and structure should
nonetheless be noted where present.



Relevant public policy instruments or incentives: Where possible, the project team should
note the potential relevance of existing policy and incentive frameworks in relation to the
investment. This will be used to facilitate a discussion on the private sector mobilisation
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effects of public policy and to what extent policy mechanisms support or inhibit climate
investment. However, unless these take the form of a public grant, their impact need not be
recorded.
References should be included for each project or company reviewed so that the information is
transparent.
Top-down (proxy-based)
For top-down approaches, project teams should identify the core data sets that will form the basis of
the analysis. For each top-down approach undertaken, they should set out the following data, using
Template G.






A description of the core data set or database, including its boundaries (geographical and
time)
An assessment of the extent to which the data provides granularity for climate-specific
reporting
The data points in the data set that will be used
A description of the process used to obtain estimates of climate-specific finance
Sources of proxy assumptions, or an overview of the process by which they were derived

The reporting outputs for top-down approaches will be the same as those used for bottom-up
approaches (i.e. climate-relevant finance or climate-specific finance, split by instrument type,
geographical origin and private vs. public).

Stage 7 Review data and undertake quality assurance
Given the complexity of private sector financing structures, data review and quality assurance are
important parts of the process once the initial data sets have been prepared for the following
reasons:


There may be double-counting across transactions where they are measured at different
points in the finance chain (e.g. bank finance and project finance may be the same funds
moving down the project investment chain);



Funds invested by a private sector company may include blended public sector finance or
policy incentives (e.g. capital grants).

As a result, project teams should review the identified private sector flows against the public finance
and policy instruments identified in Stage 3 of the process, trying where possible to ensure that
funds are correctly allocated between public and private, and between domestic and international.
The study should also recognise the potential for data gaps (both due to lack of data, and due to
under reporting of private sector transactions).
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Stage 8: Reporting and conclusions
Stage 8: Reporting and conclusions (3 pages)
For each sector, a report of approximately 30 pages will be prepared combining the Phase 1
outputs (including any new information identified during Phase 2), with the consolidated
reporting templates (Annexes E, F and G).
The report will draw conclusions against the original objectives of the research (as set out in
Stage 1).
Potential areas of discussion may include:


What are the key findings arising from a review of the consolidated sector data?



Are private finance flows sufficient to achieve national targets based on the scientific
data and climate change projections, and is the burden share between public and private
finance reasonable/realistic?



How effective have policy instruments been in mobilising private finance in the given
sector, and are there areas where greater incentives or policy reforms are required?



What are the wider political economy considerations that need to be addressed before
incentives and policy reports can be implemented?



What is the case for attracting international public climate finance to support/leverage
private sector investment?



What is the capacity of country systems and institutions for effectively managing
international climate finance within the private sector?



What were the challenges and lessons-learned in trying to identify private expenditures,
and how could the process be improved or changed for future analysis?

Once data sets have been finalised and cross-checked, the project team should prepare a report of
between 25-30 pages for each sector, based on the structure set out in this methodology. The first
half of the report will draw upon and refine the outputs of Phase 1, updating where appropriate.
The second half of the report should add the consolidated data followed by a set of key findings and
conclusions. Full data reporting templates for individual transactions should be included as a
separate annex document where necessary.

Conclusions
The conclusions section should seek to respond to the questions and objectives identified in Phase 1.
The section can be divided into 2 separate sub-sections. First, the report should set out key findings
in relation to the scale and balance of private sector finance identified. Typical areas of discussion
may include:


What are the key messages arising from a review of the consolidated sector data?
o
o
o
o

Who are the key institutional players in private sector investment?
Who are the key providers of capital (where these are not the investor)?
What is the balance between public and private sector finance for the sector?
What is the balance between domestic and international origin of finance?
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o
o


Are the private finance expenditures sufficient to meet national targets and how could the
private sector contribution be scaled up by changes to the policy framework?
o



What share of projects are benefiting from public policy incentives?
How effective are policy instruments in mobilising private capital?
Have private flows been supported by guarantees or other risk instruments?

What are the implications for attracting international climate finance flows?
o



What is the balance between mitigation and adaptation flows?

How effective have policy instruments been in mobilising private finance in the given sector,
and are there areas where greater incentives or policy reforms are required?
o
o
o



What is the balance between types of instruments (equity, debt, and grant)?
What are the trends in investments?

Is there a risk that international finance flows have a displacement effect on private
finance or investments?

How do the flows link to broader investment in climate-relevant sectors (e.g. brown
investment flows into fossil fuels and lock-in to climate-vulnerable, high-emission
pathways)?

The second section should cover a review of the process undertaken, setting out key challenges and
lessons learned. Topics that should be covered include:








What are the key challenges that were faced and how were these overcome?
How did the objectives and process evolve from initial plans through to final reporting?
What lessons might be taken in relation to updating or improving the methodology itself?
What additional guidance would have been useful in undertaking the review?
What recommendations could be made with regards to institutional processes?
Is there an opportunity to engage with the private sector improve flow and quality of
information in future?
How useful is the process in supporting other climate relevant reporting processes (NCs,
Technology Needs Assessments (TNA), and National Adaptation Plans (NAP) etc.)

Feedback
The project team should seek to engage with those agencies and organisations that have
participated in the research process. The consolidated report should be circulated to the
appropriate ministries and external stakeholders. Where necessary, briefing sessions should be held
to discuss the outcomes and examine how key lessons might be taken forward.
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Annex A. Scope of Climate Specific Activities (Mitigation)
The following sets out the classification for Mitigation Initiatives as defined by the MDB Joint
reporting initiative.33
1. Demand-side, brownfield energy efficiency
a. Commercial and residential sectors (buildings)
i. Energy - efficiency improvement in lighting, appliances and equipment
ii. Substitution of existing heating/cooling systems for buildings by cogeneration
plants that generate electricity in addition to providing heating/cooling
iii. Retrofit of existing buildings: Architectural or building changes that enable the
reduction of energy consumption
iv. Waste heat recovery improvements
b. Public services
i. Energy - efficiency improvement in utilities and public services through the
installation of more efficient lighting or equipment
ii. Rehabilitation of district heating systems
iii. Utility heat loss reduction and/or increased waste heat recovery
iv. Improvement in utility - scale energy efficiency through efficient energy use and
loss reduction.
c. Agriculture
i. Reduction in energy use in traction (e.g. efficient tillage), irrigation and other
agricultural processes
d. Industry
i. Industrial energy - efficiency improvements through the installation of more
efficient equipment, changes in processes, reduction of heat losses and/or
increased waste heat recovery
ii. Installation of cogeneration plants
iii. More efficient facility - replacement of an older facility (old facility retired)
II.

Demand-side, greenfield energy efficiency
a. Construction of new buildings
i. Use of highly efficient architectural designs or building techniques that enable
the reduction of energy consumption for heating and air conditioning, exceeding
available standards and complying with high energy efficiency certification or
rating schemes

III.

Supply - side, brownfield energy efficiency
a. Transmission and distribution systems
i. Retrofit of transmission lines or substations to reduce energy use and/or
technical losses, excluding capacity expansion
ii. Retrofit of distribution systems to reduce energy use and/or technical losses,
excluding capacity expansion
iii. Improving existing systems to facilitate the integration of renewable energy
sources into the grid
b. Power plants
i. Renewable energy power plant retrofits

33

See http://www.ebrd.com/downloads/news/mdb-climate-finance-2013.pdf for the latest report
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IV.

ii. Energy - efficiency improvement in existing thermal power plant
iii. Thermal power plant retrofit or replacement to fuel; switch from a more GHG intensive fuel to a different, less GHG - intensive fuel type
iv. Waste heat recovery improvements
Renewable Energy
a. Electricity generation, greenfield projects
i. Wind power
ii. Geothermal power
iii. Solar power (concentrated solar power, photovoltaic power)
iv. Biomass or biogas power that does not decrease biomass and soil carbon pools
v. Ocean power (wave, tidal, ocean currents, salt gradient, etc.)
vi. Hydropower plants only if net emission reductions can be demonstrated
b. Transmission systems, greenfield
i. New transmission systems (lines, substations) or new systems (e.g. new
information and communication technology, storage facility, etc.) to facilitate
the integration of renewable energy sources into the grid
c. Heat production or other RE applications, greenfield or brownfield projects
i. Solar water heating and other thermal applications of solar power in all sectors
ii. Thermal applications of geothermal power in all sectors
iii. Thermal applications of sustainably - produced bioenergy in all sectors, including
efficient, improved biomass stoves
iv. Wind - driven pumping systems or similar

V.

Transport
a. Vehicle energy efficiency fleet retrofit
i. Existing vehicles, rail or boat fleet retrofit or replacement (including the use of
lower - carbon fuels, electric or hydrogen technologies, etc.)
b. Urban transport modal change
i. Urban mass transit
ii. Non- motorised transport (bicycles and pedestrian mobility)
c. Urban development
i. Integration of transport and urban development planning (dense development,
multiple land use, walking communities, transit connectivity, etc.), leading to a
reduction in the use of passenger cars
d. Transport demand management measures to reduce GHG emissions (e.g. speed limits,
high - occupancy vehicle lanes, congestion charging/road pricing, parking management,
restriction or auctioning of license plates, car -free city areas, low-emission zones)
e. Inter - urban transport and freight transport
i. Improvement of general transport logistics to increase energy efficiency of
infrastructure and transport, e.g. reduction of empty running
ii. Railway transport ensuring a modal shift of freight and/or passenger transport
from road to rail (improvement of existing lines or construction of new lines)
iii. Waterways transport ensuring a modal shift of freight and/or passenger
transport from road to waterways (improvement of existing infrastructure or
construction of new infrastructure)

VI.

Agriculture, forestry and land use
a. Afforestation and reforestation
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b.
c.

d.

e.

f.

i. Afforestation (plantations) on non-forested land
ii. Reforestation on previously forested land
Reducing emissions from the deforestation or degradation of ecosystems
i. Biosphere conservation projects (including payments for ecosystem services)
Sustainable forest management
i. Forest management activities that increase carbon stocks or reduce the impact
of forestry activities
Agriculture
i. Agriculture projects that do not deplete and/or improve existing carbon pools
(reduction in fertilizer use, rangeland management, collection and use of
bagasse, rice husks, or other agricultural waste, low tillage techniques that
increase carbon contents of soil, rehabilitation of degraded lands, etc.)
Livestock
i. Livestock projects that reduce methane or other GHG emissions (manure
management with bio-digestors, etc.)
Biofuels
i. Production of biofuels (including biodiesel and bioethanol)

VII.

Waste and wastewater
a. Solid waste management that reduces methane emissions (e.g. incineration of waste,
landfill gas capture, and landfill gas combustion)
b. Treatment of wastewater if not a compliance requirement (e.g. performance standard
or safeguard) as part of a larger project including the reduction of methane emissions
c. Waste recycling projects that recover or reuse materials and waste as inputs into new
products or as a resource

VIII.

Non - energy GHG reductions
a. industrial processes
i. Reduction of GHG emissions resulting from industrial process improvements
and cleaner production (e.g. cement, chemicals)
b. Air conditioning and cooling
i. Retrofit of existing industrial, commercial and residential infrastructure to switch
to cooling agent with lower global warming potential
c. Fugitive emissions and carbon capture
i. Carbon capture and storage projects (including enhanced oil recovery)
ii. Reduction of gas flaring or methane fugitive emissions in the oil and gas industry
iii. Coal mine methane capture

IX.

Cross - sector activities and others
a. Policy and regulation
i. National mitigation policy/planning/institutions
ii. Energy sector policies and regulations (energy efficiency standards or
certification schemes; energy efficiency procurement schemes; renewable
energy policies)
iii. Systems for monitoring the emission of greenhouse gases
iv. Efficient pricing of fuels and electricity (subsidy rationalisation, efficient end user tariffs, and efficient regulations on electricity generation, transmission, or
distribution),
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b.

c.

d.

e.

f.

v. Education, training, capacity building and awareness raising on climate change
mitigation/sustainable energy/sustainable transport; mitigation research
Energy audits
i. Energy audits for energy end-users, including industries, buildings, and
transport systems
Supply chain
i. Improvements in energy efficiency and GHG reductions in existing product
supply chains
Financing instruments
i. Carbon markets and finance (purchase, sale, trading, financing, guarantee and
other technical assistance). Includes all activities related to compliance - grade
carbon assets and mechanisms, such as Clean Development Mechanism (CDM),
Joint Implementation (JI), Assigned Amount Units (AAUs), as well as well established voluntary carbon standards like the Verified Carbon Standard (VCS)
or the Gold Standard.
ii. Renewable energy and energy efficiency financing through financial
intermediaries or similar (e.g. earmarked lines of credit; lines for microfinance
institutions, cooperatives, etc.)
Low - carbon technologies
i. Research and development of renewable energy or energy efficiency
technologies
ii. Manufacture of renewable energy and energy efficiency technologies and
products
Activities with greenhouse gas accounting
i. Any other activity not included in this list for which the results of ex-ante
greenhouse gas accounting (undertaken according to commonly agreed
methodologies) show emission reductions that are higher than a commonly
agreed threshold
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Annex B. OECD DAC Guidance: Examples of adaptation projects
This annex sets out example guidance from the OECD DAC guidance note on climate adaptation
projects34.
Enabling activities



Improving weather and climate information systems.
Supporting the development of climate change adaptation-specific policies, programmes
and plans.

Policy and legislation






Strengthening the capacity of national institutions, including Finance and Planning
Ministries, responsible for coordinating and planning adaptation activities and the
integration of adaptation into planning and budget processes.
Making Disaster Risk Reduction (DRR) information and tools more accessible for climate
change adaptation negotiators and managers; promoting the role of DRR in climate change
adaptation policies, strategies and programmes.
Encouraging systematic dialogue, information exchange and joint working between climate
change and disaster reduction bodies, focal points and experts, in collaboration with policy
makers and development practitioners.

Agriculture



Promoting diversified agricultural production to reduce climate risk (e.g. growing a mix of
different crops and different varieties of each crop).
Engaging in soil and water management to increase water availability in areas experiencing
increased water stress due to climate change.

Coastal Zone Protection


Conservation of mangroves and coral reefs to protect coastal zones from weather-related
catastrophes (storms and typhoons). This also benefits biodiversity and fisheries as spawning
grounds for fish are preserved.

Energy



Strengthening of energy transmission and distribution infrastructure to cope with the
impacts of climate change.
Design and construction of measures to protect critical energy infrastructure from the
impacts of floods and storms.

Fisheries


Mapping changes in the range of fish species and strengthening the monitoring of fish stocks
to determine the impacts of climate change.

Forestry


34

Restoration of former forest areas utilising natural seed banks and existing plants, in order
to reduce vulnerability to the impacts of climate change.

http://www.oecd.org/dac/stats/48785310.pdf
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Securing local and indigenous people’s rights and systems for a sustainable and long-term
utilisation of the forest in order to increase resilience to climate change.
Promoting sustainable forest management and adopting harvesting techniques that reduce
soil erosion and exposure to wildfires, and promote the conservation of biodiversity in order
to safeguard forest ecosystems from the impacts of climate change.

Health



Developing or enhancing systems for monitoring drinking water, food and air quality, in
areas affected by higher temperatures, floods and rising sea level.
Strengthening food safety regulations, notably in terms on microbiological quality,
avoidance of contact with pest species, conservation duration and conservation
temperatures, in areas affected by higher temperatures.

Transport



Building protection from climate hazards into existing transport infrastructures.
Building alternative transport infrastructure to replace/complement existing transport
infrastructure at risk of climate hazards.

Water and sanitation





Monitoring and management of hydrological and meteorological data for decision making
on impacts of climate change (possible synergy for early warning systems or agrometeorological information systems).
Strengthening capacity for integrated planning and management of water resources, in
response to climate change, including supply, demand and water quality issues.
Promoting water conservation and rainwater harvesting in areas where enhanced water
stress due to climate change is anticipated.
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Annex C. MDB tracking guidance: Examples of adaptation projects
This annex sets out examples of adaptation projects as set out in the MDB climate finance tracking
note:35

35

http://www.ebrd.com/downloads/news/mdb-climate-finance-2013.pdf
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Annex D. Overview of International Public Investment Data Sources
The following are potential publically available sources of information on public climate finance
flows. These may be used to identify potential projects or sectors that have received finance and
may have mobilised private sector co-finance as a result. For more detailed information about these
and other funds, please see the OECD-UNDP-ODI report referenced in the footnote below.36
International organisations


UNFCCC climate portal, reporting financial flows mobilized to achieve the objectives of the
Convention, and including funds mobilised under the Least Developed Country Fund, the
Special Climate Change Fund and the climate change activities of the GEF.
http://www3.unfccc.int/pls/apex/f?p=116:1:567110392490271



OECD Development Assistance Committee (OECD DAC), Creditor Reporting System, tracking
bilateral commitments and some multilateral agencies’ grants and loans, with climate
finance marked using the Rio Markers. 2013 data on bilateral and multilateral projects is
available from http://www.oecd.org/dac/stats/climate-change.htm



OECD DAC Non ODA work stream http://www.oecd.org/dac/stats/beyond-oda.htm



OECD Work on measuring private finance mobilisation
http://www.oecd.org/dac/stats/mobilisationeffectofpublicdevelopmentfinance.htm



Frankfurt School - UNEP Centre for Climate & Sustainable Energy Finance, issuing the annual
report, ‘Global trends in renewable energy investment’. http://fs-unepcentre.org/publications/gtr-2014



Voluntary REDD+ database http://reddplusdatabase.org/



OECD Research Collaborative, to date covering mostly methodological questions, Future
work under and related to the Research Collaborative intends to further develop and test
estimation methods within the context of pilot measurements for climate-relevant sectors,
in terms of the different types of interventions/instruments, as well as at the levels of
individual/ groups of countries and public finance institutions..
http://www.oecd.org/env/researchcollaborative/

International Financial Institutions


Most of the multi-lateral and bilateral development financial institutions provide some level
of reporting on climate relevant or specific commitments. Examples include:
o The World Bank reports on climate relevant spending, including summaries of the
climate investment funds management by the bank
o The annual joint-multilateral development banks report on overall climate finance
committed
o International Development Finance Club (IFDC) Annual Green Finance Report
o The UNEP- BFI Climate Change Working Group (CCWG) reports on bi-lateral financial
institution commitments (now discontinued)

36

More detailed information is available from the ODI-UNDP -- OECD paper at
http://www.oecd.org/dac/environmentdevelopment/2013%20ODI_Understanding%20climate%20finance%20-%20FINAL.pdf.
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Non-governmental organisations


Climate Funds Update is a joint initiative of the Heinrich Böll Stiftung (HBF) and the Overseas
Development Institute (ODI). The website monitors dedicated climate change funds from
pledge funding, through to the actual disbursement of financing for projects.
http://www.climatefundsupdate.org/about
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Annex E. Template for data source compilation
Data source name37

Responsible
Institution

Description of data points

Potential application within methodology

Public sector
1
2
Private sector
1
2
Open Source
1
2

37

Please refer to the descriptions in Stage 4 for definitions.
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Access rights or restrictions

Annex F. Data Collection Template – Bottom-up transaction level data
Transaction title:
Sector:
Year (s):
Brief project/investment description:

Lead investment partner:

Other associated financing parties:

Transaction
value

Local currency:

USD Equivalent $

Climate specific

Local currency:

USD Equivalent $

%

Climate
relevant

Local currency:

USD Equivalent $

%

USD Equivalent $

%

Weighting for climate relevance: %

Non-climate

Local currency

Sector
relevance

Mitigation: X%

Climate specific
Private financing
Component
Public financing
component
Climate relevant
Private financing
Component
Public financing
component

Adaptation Y%

Debt

Both %

Equity

None%

Grant

Unknown

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Debt

Equity

Grant

Unknown

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Use of guarantee, insurance or other risk instruments to underwrite investment:

Modalities of deployment, if any (e.g. Advanced Market Commitment, Credit Line)

Relevant public policy instruments or incentives

References and assumptions made

DK = Do not know/Data Unavailable
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Annex G. Data Collection Template – Top Down
Core data set used

Describe the core data set being used, including details of geographic scope and date

Climate granularity

Provide an assessment of whether the data set provides enough granularity for
climate specific reporting

Data points

Set out the data points in the data set that are of use

Process description

Describe the process undertaken in getting from the data points to estimates of
private sector climate specific finance.
Detail the source or process associated with any proxy assumptions used.

Results
Total value

$USD

%

Total Value Climate Specific

$USD

%

Total Value Climate Relevant

$USD

%

Weighting of Climate Relevant

%

Non Climate Relevant

$USD

Climate
specific
Private
financing
Component
Public
financing
component
Climate
Relevant
Private
financing
Component
Public
financing
component

%

Debt

Equity

Grant

Unknown

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Debt

Equity

Grant

Unknown

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

Inter.
$ %

Dom.
$ %

DK
$ %

DK = Do not know/Data Unavailable
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