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FINANCIAL INSTRUMENTS

<@

Instrument Public Private
_ e With repayment contingenc
Without repayment Pay . 2
Grants e Terms determined on case-by-

SRINgEnE; case basis

Concessional Loans

(Senior & Subordinate)

* High concessionality and |Terms determined on
* low concessionality case-by-case basis

Equity

Terms determined on case-by-case basis

Guarantee

Terms determined on case-by-case basis
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COST-EFFECTIVE WITH RIGHT LEVEL OF .GREEN

CONCESSIONALITY

A

Flexible pricing and tenor
High-risk tolerance

Projects and Funds
Risk appetite

Tailored guarantee
instruments

Technical assistance
Project level and market
support

CLIMATE
FUND

De-risking climate
smart investments

Mobilize private
sector including
institutional capital

Focus on Country
Ownership

Support the
development of
climate
compatible
financial systems



EFFICIENCY & EFFECTIVENESS ASSESSMENT

Financial adequacy &
appropriateness of concessionality

Cost-effectiveness (EIRR)

Long-term financial viability (FIRR)

Co-investment, rather than sole investment

+ Incrementality reasoning
(incremental and full costs)
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ASSESSING CONCESSIONALITY & FINANCIAL
INSTRUMENTS

GREEN

EEMATE
CLIMXZE

FIGURE 14. INDICATIVE EXAMPLE OF FINANCIAL ANALYSIS RESULTS
INTERPRETATION®3

|f NPV >0 Then .
IRR > Discount Rate _GOOd_ lon_g r-u.n
NPV Payback is short financial viability

IRR
Payback

ANNEX VI

ECOMNOMIC AND FINANCIAL ANALYSIS (EFA) GUIDANCE

NPV<o Then
IRR < Discount Rate
Else '\ Payback is too long

Lack of comfort in
long-run financial viability

NPV>o

More qualitative evidence
IRR > Discount Rate Then

is needed to justify
the need for concessionality

NPV, IRR
Payback
DSCR

Calculation using

a commercial

loan terms Payback is short

DSCR>1

Else

. NPV >0 ,
Calculation using GCF N If ' \pp + piscount Rate | Then The GCF loan provides

loan terms/blended sufficient concessionality

Payback is short
terms DSCR > 1

Else NPV > o
Calculation using GCF\ If [ IRR> Discount Rate | Then ENVDRIE[EN T
loan terms + Grant Payback is short loans is needed
DSCR>1
Else
Then Full grant funding
GCF Grant is needed




