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3.4 European Investment Bank (EIB)

General background

EIB provides financial support in the form of loans and equity, and technical assistance for sustainable investment projects that contribute
to the EU’s economic policy objectives. Its focus areas are the environment, infrastructure, innovation, SMEs, climate protection and
regional development. It is owned by the 28 Member States of the European Union (EU). The bank is the largest multilateral
borrower and lender by volume, while more than 90% of the bank’s operations are focused on Europe.®

Figure 8. EIB member countries®

In 2015, EIB’s annual investments amounted to about EUR 83 billion, of which 6% was committed to developing countries. Most of EIB
cumulative investments to developing countries to date have flown to the Mediterranean region (40%), followed by the regions
of Asia and Latin America (30% combined) and Africa, Caribbean and the Pacific (30% combined).¢’ The top borrowers from the
EIB are large Western EU member states, led by Spain and Italy in 2015 (see Figure 9). Germany, France and the UK are also major
borrowers, while simultaneously being the top three donors of the bank.s

65 European Investment Bank, EIB at a glance

66 European Intvestment Bank, Shareholders

67 European Investment Bank, Projects financed

68 European Investment Bank, 2016, Financial Report 2015 .
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Figure 9. EIB regional investment distribution, 2015¢
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Financial structure of climate projects

EIB does not provide grants or venture capital, but just loans and technical assistance to public and private sector clients.” In the area
of climate finance, more than 90% of EIB investments currently flow to the public sector (2015). Lending is by far EIB’s principal
activity, accounting for ca. 90% of its total financial commitments. Loans are provided to large individual projects for which total
investment cost exceeds EUR 25 million, and can cover up to 50% of the total investment cost. For projects with lower investment
cost, EIB provides intermediate loans (credit lines) to local, regional and national banks, which subsequently on-lend to financial
beneficiaries.”

The bank also provides instruments to help clients blend the bank’s financing with additional sources of investment. These include for
example guarantees to cover project risks or blending of EIB's own resources with trust funds of the European Commission and
the EU Member States that EIB manages (ca. 1% of EIB climate investments in 2015).

EIB is looking for co-finance for its climate investments, mostly from other international public sources (ca. 70% of co-financing in 2015).
The second largest co-financing source of EIB climate projects is the public domestic sector in beneficiary countries (ca. 20% in
2015). Furthermore, EIB seeks to draw private money to climate finance projects alongside public funds in three ways: (1) co-
investments, which allow private fund managers to get behind bigger projects than they could do on their own, (2) layered-risk
deals in which public funds take a larger portion of the risk in a project, and (3) soft enhancement, i.e. deals where EIB’s presence
demonstrates that a project has been examined in-depth and assessed to be a good one.”

(limate Finance at EIB

EIB adopted its “Climate Strategy - Mobilising finance for the transition to a low-carbon and climate resilient economy” in September 2015.
The strategy has three strategic action areas that serve as the guide to the bank’s climate action: (1) reinforcing the impact of EIB
climate financing, exceeding 25% of its global lending for climate action, (2) building resilience to climate change, and (3) further
integrating climate change considerations across the bank’s operations.®

69 European Investment Bank, 2016, Financial Report 2015

70 European Investment Bank, Eligibility

71 European Investment Bank, Products: Lending, blending and advising

72 European Investment Bank, 2016, Climate finance: Three strategies to cut the risk

73 European Investment Bank, 2016, EIB Climate Strategy, Mobilising finance for the transition to a low-carbon and climate-resilient economy
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The bank focuses its climate finance efforts on high-impact projects, furthering financial innovation, increasing the pipeline of climate action
projects and suppotrting the green bond market.” In October 2016, EIB announced its commitment to continue innovation to support
climate finance, such as unlocking additional investments from institutional investors and building the pioneering role it has
played as the largest issuer of green bonds.™

In the period 2010-2014, EIB provided more than EUR 90 billion to climate projects, making it one of the largest climate financiers globally.” In
2015, the bank committed EUR 207 billion to climate finance (EUR 2.2 billion outside the EU). More than 90% of this was invested in
mitigation action, above all in a lower carbon transport sector (ca. 50% of total climate finance), followed by energy efficiency (ca.
17%) and renewable energy projects (ca. 16%). During the run-up to the Paris Agreement, EIB set the goal to increase its climate
finance for developing countries to 35% by 2020, up from 25%, and set the minimum target to spend at least 25% of its total
annual investment on climate-related activities.”

NAMAs in EIB’s climate finance portfolio

Whereas EIB has not yet invested in NAMAs, it is explicitly looking for NAMA investment opportunities. To this end, the bank is supporting
NAMA-related activities. In 2016, it launched a study on NAMA potentials in its Mediterranean partner countries, with the aim to
identify opportunities for NAMA investments in the region in the short and long term. In the short term, the study focuses on
identifying a number of mature NAMA projects that could already be taken to a pre-feasibility phase in preparation of a possible
EIB investment. A particular focus will be on NAMAs that foresee the participation of the private sector. In the long term, the
study will facilitate the emergence of new climate investments through analyzing gaps and barriers to NAMA development and
implementation where IFls can intervene, e.g. via support for financial structuring of NAMA projects or capacity building.”

Important investment criteria

Countries and project developers who seek EIB finance should keep in mind that the EU’s bank has the primary focus of promoting
EU economic policy objectives. Projects in developing countries are correspondingly only eligible for EIB loans if they are in line
with these objectives, i.e. support innovation, SMEs, environment, infrastructure that connects internal markets and economies,
climate protection and regional development in Europe and beyond.” Mitigation projects that apply for EIB finance should thus
be framed in a way that highlights how they are conducive to e.g. energy security in the EU or enhanced regional cooperation. EIB
has also set specific priorities for different regions it operates in, which should be taken into account by the potential beneficiary:®

In the Mediterranean partner countries®, the two focus areas of the bank are (1) private sector support for micro, small and medium-
sizes enterprises (MSMEs) and in the industrial sector, and (2) creating an investment-friendly environment for the private sector
by improving infrastructure in the sectors energy, transport, environment and human and social capital.

In the EU Eastern neighbor states®, EIB focuses on growth and employment, intraregional trade, and helps protect the environment
and mitigate climate change by supporting low-carbon and climate resilient growth.

74 |bid.

75 European Investment Bank, 2016, EIB welcomes ratification of Paris agreement and reaffirms support for climate investment

76 European Investment Bank, 2016, EIB Climate Strategy, Mobilising finance for the transition to a low-carbon and climate-resilient economy

77 Eurpean Investment Bank, 2016, EIB standards on Climate Action: Update on Climate Finance Tracking and Carbon Footprinting, EIB Stakeholder Engagement Workshop
78 European Investment Bank, CAMENA climate action envelope

79 European Investment Bank, Priorities

80 European Investment Bank, Our regions of activity

81 Algeria, Egypt, Gaza/West Bank, Israel, Jordan, Lebanon, Morocco, and Tunisia.

82Armenia, Azerbaijan, Belarus, Georgia, Moldova, Russia and Ukraine
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In Central Asia partner countries®, EIB supports investment grade projects in renewable energy, energy efficiency, carbon capture,
transportation or storage projects aiming to reduce GHG emissions and projects contributing to EU energy supply security.

In Sub-Saharan Africa, the (aribbean and the Pacific, EIB's primary goal is to help generate long-term private-sector led sustainable
economic growth and reduce poverty through job creation and improved access to productive resources. It also supports public
sector infrastructure projects that underpin private sector development, particularly for SMEs.

In Asia and Latin America, EIB prioritizes three types of projects: (1) climate change mitigation and adaptation, (2), development of
social and economic infrastructure, and (3) local private sector development, in particular SMEs.

It should be noted that initial contacts to discuss a proposed project with EIB can be in any form (e.g. telephone, email or letter).
However, the project promoter should already be able to provide information that shows that the project complies with EIB

lending objectives and has a well-developed business plan.®

Once it is ensured that a project takes the EIB's priorities into account and is thus eligible for EIB funding, the bank screens
mitigation projects by analyzing the following:

¢ Adjusted economic and financial rates of return: EIB incorporates an economic cost of carbon when appraising the economic
case for a project resulting in a significant change of GHG emissions.

« (arbon footprint: the bank carries out an assessment of GHG emissions of investment projects based on sector-specific
methodologies.®

More generally, EIB applies the following criteria to evaluate the quality and soundness of project proposals:
« Technical scope: the funding proposal should contain a technical description that shows the technical soundness of the
project, involvement of an innovative technology, and foreseen risks and mitigation measures. Also, information on capacity

for products and services should be provided.

 Implementation capability: the project promoter should show the capability to implement the project and provide information
on timing and employment during implementation.

« Operation capability: the project promoter should show the capability to operate and maintain the project, and provide
information on production, operation and maintenance costs as well as employment during operational life.

 Procurement compliance: the project should comply with applicable legislation and EIB guidelines.

« Environmental impact: the project should comply with applicable environmental legislation and provide information on
environmental impact assessment.

* Market and demand: the proposal should show that there is a demand for the project’s products or services over its lifetime,
with reference to sectoral studies of EIB’s Projects Directorate.

83Tajikistan, Kazakhstan and Kyrgyzstan.
84 European Investment Bank, Applying for a loan
85 European Investment Bank, Climate Action
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* Investment cost: information on project costs and its detailed components as well as a comparison with similar projects
should be provided.

« Profitability: information on financial profitability and related indicators (e.g. rate of return) should be provided, as well as
information on economic profitability. 8

86 European Investment Bank, Appraisal
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3.5 Inter-American Development Bank Group (IDBG)

General background

IDBG has three overarching goals that guide its operations: (1) realizing the SDGs, (2) increasing climate finance flows, and (3) promoting
and assisting countries in private sector development. It operates in the Latin America and the Caribbean region and offers financial
and technical support to public and private sector clients. IDBG is composed of the Inter-American Development Bank (IDB),
established in 1959, and the new Inter-American Investment Corporation (IIC), in which the IDBG consolidated its private sector
operations in January 2016. IDBG's member countries are shown in Figure 10.

Figure 10. IDBG member countries®

- . Beneficiary member countries . Non-beneficiary member countries

In 2015, Mexico was the largest IDBG beneficiary country (14%), followed by Colombia and Peru (see Figure 11). The total investment
volume in 2015 amounted to USD 15.4 billion. When considering the accumulative investment in the period 1961-2015, the country
with the largest investment is Brazil, followed by Mexico, Argentina and Colombia.2®

87 Inter-American Development Bank Group, Capital Stock and Voting Power
88 Inter-American Development Bank Group, 2016, 2015 Annual Report - The Year in Review
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Figure 11. IDBG regional investment distribution, 2015%
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Financial structure of climate projects

Once a project idea is considered bankable, IDBG offers support to countties to set up the financial structure and designing the financial
mechanism for the project. While the structure may vary and is unigue to each project, it usually involves concessional loans, risk
mitigation instruments such as partial credit guarantees and direct financing through value chains®, and domestic (69% of co-
financing in 2015) and/or international (29%) public co-financing?. As part of its climate finance, IDBG also manages and channels
external resources (ca. 10% of IDBG climate finance investments in 2015), amongst which the (anadian Climate Fund, the Energy
Efficiency and Self-supply Renewables Fund, and the Climate-smart Agriculture Fund.?

IDBG is increasingly looking to leverage private sector investments to accelerate the decarbonization of the region’s economies. Available
public finance will not be enough to cover the trillions of investments needed in the region (IDBG estimates USD 80 trillion per
year) to achieve low-carbon economies. This is where IDBG's private sector arm IIC comes into play to complement other sources
of private finance and support the private sector in the implementation of climate-friendly programs.” Private sector clients
can directly approach IIC with a funding proposal. IIC offers direct loans between USD 1 and USD 25 to medium-sized companies
and small business loans with quick approvals, as well as credit lines to financial intermediaries. Furthermore, it offers equity
investments in profitable SMEs ranging from USD 2 million to USD 10 million, and partial credit guarantees for debt securities.*

(limate finance at IDBG

Stepping up climate finance flows is at the core of IDBG’s operations. The bank’s investments consider climate change as a cross-
cutting issue. In 2015, more than 80% of IDBG's climate finance flowed to public sector recipients or borrowers. Furthermore, 84.5%
of IDBG's climate finance was committed to mitigation action.® IDB's investment portfolio is guided by “Country Strategies” agreed
between the bank and its beneficiary countries. These strategies are four to five years investment plans that are the result of a
consultation process carried out between IDB and the national finance and budget planning ministries.*

89 Inter-American Development Bank Group, 2016, 2015 Annual Report - The Year in Review

90 Inter-American Development Bank Group, Financing and Technical Assistance)

91 Note that IDBG climate finance figures for co-financing don't account for equity investments.
92 Joint Report on MDBs' (limate Finance, 2015

93 Ecofys, ECN, 2016, Annual Status Report on Nationally Appropriate Mitigation Actions

94 Inter-American Development Bank Group, 2015, Inter-American Investment Corporation

95 Joint Report on MDBs' Climate Finance, 2015

96 Ecofys, ECN, 2016, Annual Status Report on Nationally Appropriate Mitigation Actions
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Between 2012 and 2014, IDBG committed 14% of its total investments to climate-related projects on a yearly average.” As part of its
strengthened commitment to increase the share of climate finance to 30% of operations by 2020, the bank plans to increase
the use of financial products like loans, technical cooperation grants, guarantees, and equity investments along with innovative
instruments like green bonds to leverage private sector finance for climate action.

Following the Paris Agreement, IDBG focuses on assisting its beneficiary countries in implementing their NDC commitments. To this end,
the bank has created the “NDC Invest” platform that offers countries resources for transforming their commitments into achievable
investment plans and projects.”® Even if a beneficiary country has not yet developed an NDC, it can still benefit from the Platform
as long as it pursues the objective of stepping up mitigation, adaptation or climate finance activities.

NAMAs in IDBG’s climate finance portfolio

IDBG considers NAMAs as instruments for climate change mitigation in Latin America and the (aribbean and has supported multiple
beneficiary countries in NAMA development. For example, IDB supported the world's first recorded NAMA in the housing sector
in Mexico and has been actively involved in the preparation of further NAMAs in the region. These include NAMAs in Mexico,
Honduras, the Dominican Republic, Barbados, Costa Rica, Colombia, Ecuador, Peru, Argentina, Chile and Uruguay, primatily in the
energy, transport, agriculture, and housing sectors.”

It should be noted that the label of a mitigation action is only of secondary importance to IDBG. A project is eligible for IDBG financing as
long as it is demand-driven and complies with the bank’s investment criteria.’®®

Important investment criteria

Latin America and Caribbean countries that seek IDB climate financing should first of all make sure that their mitigation projects
are included in the Country Strategy agreed with the bank. Once this is ensured and the project is considered bankable, the bank
offers support to countries to structure the mitigation action and/or design the financial mechanism for the project. Private sector
clients eligible for IIC funding are typically majority owned by the citizens of any beneficiary member country.

While there is no mandatory requirement to accept project ideas, IDB considers at least the following investment criteria:

« Country ownership: projects should be driven by country governments and should be within the Country Strategies agreed
between the bank and each member country.

« Ambition and consistency with NDCs and SDGs: projects should set ambitious goals that support the implementation of
countries’ NDCs and the SDGs.

« (apacity of beneficiary: the potential beneficiary should demonstrate its borrowing capacity, potential capacity building
needs, and the market potential in the respective sector.

 Bankability: the project should be feasible from an investment point of view.

« Size of the investment opportunity: projects should have a sizeable return on investment and volume of cash-flow. They
should also benefit from the participation of the private sector.

97 Inter-American Development Bank Group, 2015, IDB aims to double financing for climate change

98 Inter-American Development Bank Group , NDC Invest

99 Inter-American Development Bank Group, 2013, NAMAS: a strategic instrument for climate change mitigation in Latin America and the Caribbean
100 Interview with IDBG representatives.
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* Proper risk management: projects should be structured in a manner that the risks are shared between public and private
investors, considering appropriate risk mitigation instruments.

» Reasonable transaction costs for bank: the transaction cost for IDBG, namely the resources invested in the preparation of the
project should be reasonable in relation to the potential impact of the project.”

[IC's investment criteria include the following:
« Originate in private sector: projects must originate in the private sector, including state-owned enterprises.

* (ontribute to development of a beneficiary member country: projects must foster the development of an IDBG beneficiary
member country.

« Profitability: a project must be financially viable and profitable to receive IIC funding.

¢ Audited financial statements: the project owner must demonstrate the ability to provide audited financial statements.®

101 Ecofys, ECN, 2016, Annual Status Report on Nationally Appropriate Mitigation Actions
102 Inter-American Finance Corporation, How to Apply for Financing
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3.6 World Bank Group (WBG)

General background

The two overarching goals of the WBG are to end extreme poverty and promote shared prosperity by 2030. To this end, the bank offers
financial and technical assistance to developing countries around the world. It provides low-interest loans and credits, as well
as grants in the areas of education, health, agriculture, public administration, financial and private sector development, and
environmental and natural resources management. It also supports the countries through technical assistance, policy advice,
research and analysis.

Figure 12. WBG member countries™®

B . Beneficiary member countries . Non-beneficiary member countries

In 2016, Sub-Saharan Africa was the region with the largest share in WBG investments (21%) (see Figure 13). The bank’s total investment
in the same year amounted to USD 64 billion.™

103 World Bank Group, World Bank Group Finances, Country Summaries
104 World Bank Group, 2016, Annual report 2016
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Figure 13. WBG regional investment distribution, 2015
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Financial structure of climate projects

WBG’s climate investments are usually structured with multiple funding sources to increase scalability and reduce risks. Apart from loans
and grants, the bank uses multiple lines of investments for low-carbon and climate resilient development, such as the CIF, the
(Clean Technology Fund (CTF), the Pilot Auction Facility (PAF), and green bonds.

To mobilize private sector investments in the form of equity and/or debt, the WBG has a guarantee program in place. The guarantees
ensure that government-related risks are mitigated so that projects become bankable and financially viable; they also help to
cut the project costs and ensure its long-term sustainability.® Private sector capital constitutes the second largest source of WBG
climate co-financing (ca. 33% of co-finance in 2015) after international public finance (ca. 38%).

(limate finance at WBG

Among the MDBs, the WBG is the largest source for mobilizing finance for climate change mitigation and adaptation in developing counttries.
Currently, it provides an average of USD 10 billion per year as direct finance for climate action, of which about 60% flows to the
public sector and close to 70% to mitigation actions.””” In addition, WBG has helped countries access other sources of financing
such as the CIF, the GCF and the GEF. For example, it is the largest delivery partner and hosts the Secretariat of the CIF, which is the
largest scale facility that advances funding for mitigation programs including NAMAs.%®

Process-wise, the bank develops four to six-year “Country Partnership Frameworks” for its beneficiary countries. These frameworks lay out
the main country development goals that WBG aims to help achieve, and proposes a program with indicative WBG interventions
for this purpose. The Frameworks are based on assessments (“Systematic Country Diagnostics”), in which the WBG analyzes
barriers to poverty reduction and prospetrity in the country in close consultation with national authorities, the private sector, civil
society and other stakeholders.®

105 World Bank Group, 2016, Annual report 2016
106 World Bank Group, Guarantees Program
107 Joint Report on MDBs' Climate Finance, 2015
108 Interview with WBG representative

109 The World Bank Group, Country Strategies
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In 2015, the WBG announced that it will increase climate financing to 28% of its annual investments. If current investment levels are
uphold, this will amount to USD 16 billion annually in 2020. In addition, it plans to continue current levels of leveraging co-
financing for climate projects, particularly from the private sector (see IFC). The WBG was one of the first institutions to issue green
bonds, which are seen as an important source of private sector led climate finance, and issued a record USD 64 billion in bonds
in the international capital markets in the fiscal year 2016.

In the wake of the Paris Agreement, the WBG seeks to advance NDC implementation and is part of the core group of the NDC Partnership.
The partnership consists of a broad range of governments of developed and developing countries, international institutions and
non-state actors, with the aim to help countries achieve their climate and sustainable development targets as quickly as possible.
It follows a three-step approach, consisting of (1) creating and sharing knowledge products, (2) facilitating greater alignment of
technical assistance and capacity building efforts, and (3) working with relevant actors to boost climate-smart investments.™

NAMAs in WBG’s climate finance portfolio

The WBG does not have an explicit facility to finance NAMAs, but given its conventional development work and channels, it can advance
NAMAs in different ways.™ The bank has provided some financial support for the early stage development of NAMAs in Vietham,
Colombia, Mexico and Peru. This was done by offering to purchase Certified Emission Reductions (CERs) generated by selected
NAMA activities through the bank’s carbon funds or facilities™ in its Carbon Finance Unit. However, it should be noted that while
NAMAs can be an opportunity to disperse these funds, offering NAMA finance through certificates - also in light of a weak global
market for CERs - seems to be exceptional for the time being.™

Whereas the (arbon Finance Unit has played a role in early stages of NAMA development, the bank’s Regional Units or associated
country offices can be approached by the beneficiary countries’ line ministries to mobilise funding for sectoral development
programmes with mitigation benefits such as NAMAs.™

Important investment criteria

The WBG’s overarching goals of reducing poverty and increasing prospetrity are the primary criteria for climate projects to qualify
for the bank’s financial support. Therefore, mitigation projects need to have a high development impact to receive WBG finance.
Furthermore, mitigation actions for which financing is sought should be fed into consultations leading to the Country Partnership
Frameworks.

The task of identifying specific projects for WBG financing lies mainly with the beneficiary governments. This involves, amongst
others, a priorities test comparing a specific project’s urgency with other projects. However, before receiving financing, the projects
have to pass the bank’s appraisal."™ The WBG's investment criteria are summarized below:

« (Country ownership: this is an important requirement of every WBG investment, being a loan or grant. The bank is set to
invest in projects that are aligned with countries’ poverty reduction strategies, which it seeks to capture in the Country
Partnership Frameworks.

110 World Bank Group, Overview

11 NDC Partnership, About NDC Partnership

112 Interview with WBG representative

113 The WBG's carbon funds purchase project based greenhouse gas emission reductions in developing and emerging economies within the framework of the Clean Development Mechanism and Joint Implementation of the Kyoto
Protocol.

14 Ecofys, ECN, 2015, Annual Status Report on Nationally AppropriateMitigation Actions (NAMAs)

15 Interview with WBG representative

116 World Bank Group, The World Bank Project Cylce
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Development impact and consistency with SDGs: given the nature of the WBG's mission, every mitigation project should
demonstrate that it will contribute to low-carbon growth and the SDGs. Projects in the energy sector should contribute to the
objectives of the “Sustainable Energy for All Initiative”, i.e. achieving universal access to energy, accelerating improvements
in energy efficiency, and doubling the global share of renewable energy by 2030.

Scalability potential: in designing projects, countries or project developers should consider the possible avenues for
scalability, whether they can be replicated nationally, or whether they can attract third party investors to scale up the size
of the project and the volume of emissions abated.

Technical feasibility: technical questions assessed in the bank’s project appraisal include the following: Is the project soundly
designed and engineered? Does it meet acceptable standards? Will it displace local people? Will it affect the environment
in any adverse way?

Institutional feasibility: the project proposal needs to demonstrate that the borrower has the necessary capacities
(organization, management, staff, policies) in place to implement and maintain the project activities; if this is not the case,
it should address required changes.

Economic feasibility: this includes analyses of cost-benefits, the economic impact on local people, and the rate of return on
the investment.

Financial feasibility: the project should have a sound financial plan and should be financially viable, as well as demonstrate
an adequate accounting system.™

17 Ibid.
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3.7 International Finance Corporation (IFC)

General background

IFC, a member of the WBG since 1956, is the largest global development institution focused exclusively on the private sector in developing
countries. It provides services to the private sector in more than 100 developing countries, through financial instruments and
advisory services. IFC raises funds for lending activities through the issuance of debt obligations in international capital markets,
and finances projects and companies through loans and equity. IFC has a special sectoral focus on infrastructure, manufacturing,
agribusiness, services, and financial markets.

As part of the WBG, IFC shares the mission of ending poverty by 2030 and boosting prosperity in developing countries.™ It should
be noted that numbers on IFC investments presented in the following are not additional, but part of the overall WBG figures

illustrated above.

Figure 14. IFC member countries™

R . Beneficiary member countries . Non-beneficiary member countries

The largest IFC beneficiary regions are East Asia and the Pacific and Latin America and the (aribbean (see Figure 15). At a country level,
India is the largest IFC beneficiary with a share of about 10%, followed by Turkey and China.’° IFC's total disbursed investments
in the fiscal year 2016 amounted to almost USD 10 billion.™

118 International Finance Corporation, About IFC, Overview

119 World Bank Group, World Bank Group Finances, Country Summaries

120 International Finance Corporation, 2016, IFC Annual Report 2016 : Experience Matters
121 Ibid.
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Figure 15. IFC regional investment distribution, 2016
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Financial structure of climate projects

IFC finances projects and companies through loans and equity. Loans are typically from seven to 12 years. IFC also provide loans to
intermediary banks, leasing companies and other financial institutions for on-lending to micro, small or medium enterprises that
cannot directly receive IFC loans. IFC has made it a priority to structure loans in local currencies. Furthermore, it also directly invests
in companies’ equities (between 5-20%) and through private-equity funds.™

Climate finance at IFC

(limate is an important business area for IF(: since 2005, it has invested a total of more than USD 25 billion in climate financing
for renewable power, energy efficiency, sustainable agriculture, green buildings and private sector adaptation projects. In the
fiscal year 2016, IFC's own climate-related investments reached close to USD 2 billion spread through 73 projects worldwide.
Furthermore, it leveraged another USD 1.28 billion from third party investors.

IFC is committed to helping achieve the WBG 2020 climate target through scaling up direct investments in renewable energy projects,
developing de-risking instruments, and sharing knowledge.” In 2016, IFC launched its Climate Implementation Plan with four
objectives: (1) roughly double climate investments to reach 28% of IFC’'s annual financing by 2020 (2) catalyze USD 13 billion
in private sector capital annually by 2020 to climate sectors through mobilization, aggregation, and de-risking products, (3)
maximize impact through GHG emissions reduction and resilience, (4) account for climate risk - both the physical risk of climate
impacts and the carbon asset risk in IF('s investment selection.

122 Ibid.

123 International Finance Corporation, Loans

124 International Finance Corporation , 2016, Climate investment opportunities in emerging markets
125 International Finance Corporation, Climate Business

126 International Finance Corporation, 2016, IFC Climate Implementation Plan
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NAMAS in IFC's climate finance portfolio

Recognizing the increased opportunities for private sector engagement following the adoption of the Paris Agreement, IFC is not only
increasing its own low-carbon investments, but also focusing on working with other private actors to do the same. IFC is accordingly
preparing to adjust its investment portfolio to the new low-carbon trajectory that countries have embarked upon. To support this
effort, IFC has published the Climate Investment Opportunities in Emerging Markets report™ that analyzes ND(s and quantifies
a USD 23 trillion investment opportunity in 21 countries across key sectors and provides policy recommendations to mobilize
private finance for their implementation. In doing so, it follows the requests of its private sector clients in developing countries
to help them step up the decarbonization of their businesses; this in turn is seen as resulting in opportunities for governments
to achieve their NDC targets. NAMAs will not necessarily play a role in IFC's portfolio, unless they are framed as an investment
opportunity and have a high potential for scalability.?®

Important investment criteria

Private sector clients that seek IFC finance for their low-carbon project should take the criteria summarized below into account.
Project proponents are advised to seek advisory services from IFC in order to structure projects that meet these requirements.
Companies or entrepreneurs can approach IFC directly by submitting an investment proposal. After this initial contact and a
preliminary review, IFC may request a detailed feasibility study or business plan before it decides to appraise the project.”

« Enabling policies for private investment: IFC is clear in that its investments will only flow if the countries where its private
clients operate have clear and consistent policies in place. These policies include, for example, carbon pricing, performance
standards and market-based support policies. Policies should aim at reducing risks, increasing fair competition, and
fostering investment and capital flows.

e NDC commitments reflected in national policies and budgets: NDC commitments should be mainstreamed into national
development and economic agendas, policy and regulatory frameworks, and national budgets. This first step is key to

signal an enabling environment for private sector climate investments.

* long-term and scalable investments: mitigation projects should be designed as a long-term investment opportunity that
guarantees a stable pipeline of investments. They should also consider the potential to scale investments in the long term.

* (o-funding: projects should use financial instruments from a diverse pool of financiers, such as private sector, bilateral or
multilateral donot, commercial banks, etc., as diversification increases credibility and reduces the investment risk.°

* Technical soundness: the investment proposal should show that the project is technically sound.

« Benefit the local economy: the proposal should demonstrate how the project benefits the local economy.™

127 International Finance Corporation, 2016, Climate Investment Opportunities in Emerging Markets and IFC Analysis
128 Interview with IFC representative

129 International Fianance Corporation, Solutions - How to Apply for Financing

130 Interview with IFC representative

131 International Fianance Corporation, Solutions - How to Apply for Financing
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3.8. Green (limate Fund (GCF)

General background

The GCF is a stand-alone and legally independent multilateral financing entity with the goal of keeping the global temperature increase
below 2°C. The Fund was established by the then 194 country parties to the United Nations Framework Convention on Climate
Change (UNFCCQ) in 2010 and has been operational since 2015. With a view to the USD 100 billion climate finance promise
of developed countries, UNFCCC parties agreed that a major share of new multilateral, multi-billion dollar funding should be
channeled through the GCF. The Fund allocates its resources to low-emission and climate-resilient projects and programs in all
UNFCCC developing country parties. In terms of adaptation finance, it specifically supports countries that are highly vulnerable to
the effects of climate change, i.e. the least developed countries (LDCs), small island developing states (SIDS), and African states.™
The Fund does not have a regional focus for mitigation projects.

Figure 16. GCF beneficiary and donor countries, 2016™

i S ) . . .
. Beneficiary countries . Non-beneficiary donor countries . Beneficiary & donor countries

During its short operational lifetime, the GFC has supported 15 projects in Africa and 13 projects in the Asia Pacific region. This is followed
by the regions of Latin America and the Caribbean (7) and Eastern Europe (2). The total current project volume as of January 2017
amounts to USD 1.5 billion.® The regional split in terms of the financial project volume is shown in Figure 17.

132 Ecofys, ECN, 2016, Annual Status Report on Nationally Appropriate Mitigation Actions
133 (limate Funds Update; Green Climate Fund, Countries, NDA Directory
134 Green Climate Fund, Portfolio
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Figure 17. GCF regional project distribution (financial volume), 2016™
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Financial structure of climate projects

The primary financial instruments that the GCF uses for climate projects are grants (47%) and loans (42%). In fewer cases, it also
makes equity investments (10%), and provides guarantees (1%).%¢ The GCF investments are sizeable and use multiple financial
instruments.

To mobilize private sector capital for climate investments, the GCF has set up its Private Sector Facility (PSF). The Facility aims to mobilize
at scale private finance flows from local, regional, and international commercial banks and institutional investors. There will be
a significant allocation of funds to the PSF to provide incentives that encourage a paradigm shift to low-carbon development.®

(limate finance at GCF

(limate finance is the GCF's core and only business. It directly funds climate change related projects, with an equal focus on mitigation
and adaptation initiatives. The investment priority for mitigation is on energy generation and access, transport, buildings, cities,
industries and appliances, and forests and land use. So far, the Fund made most of its investment commitments to cross-cutting
projects (37%), followed by mitigation (34%) and adaptation projects (29%).

The GCF's counterparts in the countries are so-called National Designated Authorities (NDA) or focal points in place. They are the contact
points for the Fund and have a range of responsibilities, including communicating the country’s strategic priorities for financing
climate action to the GCF, and submitting no objection letters for funding proposals in their respective countries. They are usually
located in ministries of environment or finance, development and planning, as well as national agencies or in some cases the
prime minister office.”® Furthermore, beneficiary countries can submit funding proposal to the GCF only through entities that the
Fund has accredited. These Accredited Entities can be national, sub-national, and regional implementing entities, including MDBs,
United Nations agencies, and private sector entities.

As of January 2017, the GCF has approved USD 1.5 billion for 35 projects. Recipients of GCF finance are almost equally distributed across
the public (48%) and private sector (52%). In total, the Fund has raised USD 10.3 billion from 43 donor countries and some regions
and cities to date.™

135 Climate Funds Update; Green Climate Fund, Countries, NDA Directory

136 Green (Climate Fund, Portfolio

137 Green Climate Fund, 2016, INSIGHT, an introduction to GCF

138 Ecofys, ECN, 2016, Annual Status Report on Nationally AppropriateMitigation Actions
139 Green Climate Fund, Portfolio
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NAMAs in GCF's climate finance portfolio

NAMaAs are eligible for GCF funding if they comply with its investment criteria. The Fund has no explicit focus on NAMA finance, but has
already received proposals that emerged from or were built on NAMAs. However, these proposals have not yet met GCF criteria
such as the requested assessments under the needs of the recipient criterion or the financial analysis under the effectiveness
and efficiency criterion (see below). The Fund explicitly encourages countries or project developers to apply for grant funding to
develop project proposals further, through the Fund's Readiness Program (USD 30 million available in total) or Project Preparation
Facility (USD 40 million available in total). Country governments, through their NDAs, can request readiness support grants of up
to USD 300,000 per project.®

Important investment criteria

The GCF has set six investment criteria to appraise climate projects, which countries and project developers should be aware
of when designing a project request. The most important one is considered country ownership, which is at the same time the
strongest asset of NAMAs.

« (ountry ownership: measured by the level of alignment between the project's goals and the country’s priorities as well as
its climate and development strategies and plans. These should be communicated to the GCF by the NDAs.

 Impact potential: measured by the volume of greenhouse gas emission reduction the project can achieve (in the case of
mitigation projects), or by the level of contribution to the increased resilience and adaptation capacity the project could
realise (in the case of adaptation projects).

« Paradigm shift: measured by the potential of project replication or scalability.

« Sustainable development potential: measured by the relevance of co-benefits the project brings to the environment, society
and economy (i.e. additional benefits to the main objective of the project).

 Needs of recipient countries: measured by whether the proponent thoroughly mapped the beneficiaries of the project and
whether the project calculated the exposure to climate risks and the degree of vulnerability of the country.

« [fectiveness and efficiency: measures how well the financial structure of the project is developed and whether the proposed
structure adequate and reasonable to achieve the proposal’s objectives in its feasibility and effectiveness.™

140 Ecofys, ECN, 2016, Annual Status Report on Nationally AppropriateMitigation Actions
141 Green Climate Fund, activity-specific sub-criteria and indicative assessment factors
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