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Annex |

Summary of the needs assessment methodologies and estimates

Tablel
Summary of the needs assessment methodologies and estimates

[English only]

Reports and studies

assessing needs Methodol ogy/stabilization scenario Annual costsin USD hillion Time frame Area Year of estimation
RECIPE (Report on Structural energy-economy models (@) 480600 (globally) (a) 2030 Mitigation 2009
Energy and Climate exploring the roadmaps towards a
Policy in Europe) low-carbon world economy (b) 1,200 (globally) (b) 20302050
McKinsey (Pathwaysto 2 °C (a) 600 (globally) (a) 2020 Mitigation 2009
a Low-carbon
Econormy) (b) 1,000 (globally) (b) 2030
UNFCCC (Investment  450-550 ppm 300-1,000 (devel oping 2030 Mitigation 2009
and Financial Flowsto countries)
Address Climate
Change)
International Energy BLUE Map Scenario/ 2 °C (450 (a) 750 (globally) (a) 2030 Mitigation 2010
Agency ppm)
(b) 1,600 (globally) (b) 20302050

World Bank (World Estimation based on the climate- 140-175 (developing 2030 Mitigation 2010
Development Report) related financial flows towards countries)

developing countries/ 450 ppm
Global Energy Comprehensive analysis of the mgjor 1,700 —2,100 (globally) 20102050 Mitigation 2011
Assessment report global challengesto sustainable

energy and greenhouse gas

mitigation
United Nations Global investments for energy 1.800 (globally) Mitigation 2011
Department of transformation
Economic and Social
Affairs (World
Economic Social
Survey)

€/2102/d2/0204
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Reports and studies

assessing needs Methodol ogy/stabilization scenario Annual costsin USD billion Time frame Area Year of estimation
Stern Review Integrated assessment model (IAM) /1.5 trillion (globally) Next decade Adaptation 2006
500 ppm
UNFCCC Investment ~ 450-500 ppm 24-66 (developing countries) 2030 Adaptation 2007
flows report
Parry et al: Assessing IAM with adjusted discount rateand 1.9 trillion (globally) 2030 Adaptation 2009
the costs of climate measures of vulnerability, plus added
change costs for adaptive capacity (soft
costs)
World Bank Estimated costs of climate proofing ~ 70-100 (developing countries) 2030 Adaptation 2010
Development Report “climate-sensitive” investment flows
United Nations 450 ppm 86 2015 Adaptation 2010
Development

Programme, Human
Devel opment Report

€/2102/d2/0224
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[English only]

Summary of potential sources of public funds for international climate
finance

Table2
Summary of potential sources of public fundsfor international climate finance

Amount

(USD hillion/year)

AGF G20 UNFCCC
1 Funds provided by devel oped country governments from national budgets:
Assessed contributions Could be needs-based

2. Sources that contribute to developed country nationa budgets, dependent on national
decisions:

Domestic carbon taxes 30 25
Phase out of fossil fuel subsidies 8 10
Increase in fossil fuel royalties

3. Sources that contribute to nationa budgets, dependent on internationa agreements

Financial transactions tax 7-16 15-20

Border carbon cost levelling

4. Funds collected internationally pursuant to an international agreement
Extension of the “share of proceeds’ 1-3
Auctioning a portion of AAUs 5-12
Carbon pricing for international aviation 1-3 13 10-25
Carbon pricing for international shipping 39 15 10-15

28
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Annex |11
[English only]
Enabling environments: policies, instruments and delivery mechanisms
Table 3
Policy barriersand opportunities to enhance enabling environmentsfor climate finance
Policy and regulatory Market and technology General financial
Barriers Uncertainty and complexity Relatively high upfront costs Country risk e.g. defaults; inflation

Enforcement of policy and pricing incentives
Transaction costs

Terms for public and private sector participation in
relevant sectors (e.g. energy, water, agriculture,
transport)

Land allocation, access and security of ownership;

Subsidies and policy support for high carbon
solutions

New or weak institutions entrusted with climate
change policy and alack of coordination

A lack of information, transparency and
inclusiveness

Information barriers and asymmetries

Human and operational risks (lack of trained
people)

Limitations of support infrastructure (e.g. grid
connectivity)

Immature supply chains
Context for grid

Lack of track record and high perceptions of
risk (whereas risks of high carbon options are
not well recognized)

Currency risk
Transaction costs

Complexity of climate change relevant
investments

Financial viability of proposed investments

Compounded by concerns about the
financial viability of many state owned
entities in key sectors (especialy energy
and water utilities, public transport)
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Policy and regulatory Market and technology General financial

Opportunities

Reform policy and governance to redirect investment towards low carbon and climate resilient options:

Early and inclusive engagement of a diversity of stakeholders (public and private sectors and civil society)

Support “adaptive governance” and invest in better information and understanding of the risks that climate change will pose
Engaging potential investorsin low carbon development in integrated and coordinated planning processes

Increase transparency and buy in around low-carbon policy

Establish coordinated frameworks across government and other stakeholders for planning and monitoring implementation
Explicit or implicit carbon pricing (feed in tariffs, taxes)

Increase transparency of subsidies for fossil fuels, and introduce processes to rationalise and reduce

€/2102/d2/22204
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Table4
Examples of national policiesin the African region
Salestax,
Capital energy tax, Public
subsidies, Investment or  excisetaxor investment, Public
Feed-in grants, other tax valueadded loansor competitive

Country tariff rebates credits tax reduction  financing bidding
Algeria X X X
Egypt X X
Ethiopia X
Ghana X X X
Kenya X X
Mauritius X
Morocco X X
Rwanda X
South Africa X X X X
Tunisia X X
Uganda X X X
Zambia X

31 GE.12-63273
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Table5
Examples of national trust funds

Fund

Aim

Resources

Programs

Climate Fund
Programme (Brazilian
Development Bank
(BNDES) and the

climate change

Ministry of the
Environment (MMA))

— Brazil?

The aim of the new fund isto provide support for
projects related to efforts aimed at reducing
greenhouse gas emissions and in adapting to

The resources from the National Climate Change
Fund — the climate fund — come from the 60 per cent
portion of the Special Participation of Qil, received
by the MMA.. Such resources are split into two
modalities: reimbursable, which will be operated by
the BNDES, and non-reimbursable, which isto be
directly managed by the MMA

In 2011, some BRL 230 million was earmarked for
the two modalities. Of this amount, some BRL 30
million was for non-reimbursable, which became
effective last year, and BRL 200 million for the
reimbursable modality, which will be made available
as of now, with the launch of the credit line. For
2012, the reimbursable portion will total BRL 360
million

The new line, aimed at encouraging private,
municipa and state investments, deemed more
efficient in terms of the climate, has more attractive
interest rates than those currently applied by the
BNDES. The new rates vary according to the
subprogrammes, starting at 2.5 per cent per annum

Terms of loans, aso variable depending on the
application, can reach up to 25 years— the
maximum term for undertakings in urban railway
transport. The participation of the BNDES may be as
high as 90 per cent of the eligibleitemsin al the
subprogrammes

Efficient transport modals — aimed at
projects that contribute to reducing
greenhouse gas emissions and local
pollutants in collective urban
passenger transport, and
improvements in urban mobility in
metropolitan regions

Efficient machinery and equipment —
financing for new and nationally-
produced machinery and equipment
with higher energy efficiency

Renewable energy —aimed at energy
generation using wind power in
isolated systems, using biomass,
from oceans and solar radiation,
besides technological development
projects and the production chains
within these sectors

Waste with energy potential —
support for projects that structure
urban cleaning and waste deposits to
generate energy in citiesthat areto
host the 2014 World Cup or in
metropolitan regions

Vegeta charcoa — earmarked for
investments aimed at improving
energy efficiency in the production
of vegetal charcod

Combating desertification — projects
for restoring biomes and sustainable
production activities involving native

€/2102/d2/2224
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Fund Aim Resources Programs
timber, fibre and fruitsin the
northeast region
People’s Survival PSF to implement local climate change action The funds will be sourced internationally and Used for the management of water
Fund (PSF) — plans and make communities more resilient to domestically. Domestically, sources of fund includes, resources, land, agriculture and
Philippines’ climate-induced disasters but not limited to the following: (a) the General fisheries, health, infrastructure

Indonesia Climate
Change Trust Fund
(ICCTF) — Indonesi&’

To pool and coordinate funds from various sources
such asinternational donors and the private sector,

to finance Indonesia’ s climate change policies and

programs. The ICCTF isled and managed by the

Government of Indonesiato ensure that

international and private sector support are
harmonized and are aligned with national
development plans, in accordance with the
principles of the Jakarta Commitment (2008)

Two main objectives of the ICCTF are:

. To achieve Indonesia’ s goals of alow
carbon economy and greater resilience to climate

change;

. To enable the Government of Indonesiato
increase the effectiveness and impact of its
leadership and management in addressing climate

change issues;

The ICCTF also aimsto be an important policy
dialogue forum for Development Partners and
Government of Indonesia on climate change
issues. Further guiding principles behind ICCTF

Appropriations Act; (b) part of the cash dividends
declared by all government-owned and controlled
corporations; (c) a portion of the certified emission
reduction earned under the clean development
mechanism; and (d) a portion of the Motor Vehicle
User's Charge Internationaly, it will include but not
limited, to compensatory financial mechanism under
international climate change adaptation mechanism

The United Nations Development Programme
(UNDP) hasreceived USD 8,514,883 from
Department for International Development (DFID)

and Australian Agency for International

Development as contributions to the ICCTF, where
UNDP is acting as Interim Fund Manager. The
mechanism for receiving and delivering these funds
follows standard UNDP programming, whereby a
Project Document has been signed with the
Government Implementing Partner Ministry
(Bappenas), under the National Implementation
Modality. The ICCTF Steering Committee decided
on 18 June 2010 to approve three climate change
initiatives to be implemented by submitting the line
ministries under the ICCTF. Since then, in the
beginning of 2011, UNDP received an additional
USD 2,407,704.65 from DFID and will soon receive
SEK 1,000,000 (1 million, what would represent,
according to the April United Nations official
exchange rate USD 165,865) from the Swedish
International Development Cooperation Agency

The total budget required to conduct these initiatives
isUSD 4,633,198. Therefore, in addition to the USD

development and natural ecosystems

It would also be used in guaranteeing
risk insurance needs for farmers and
agricultural workers and for
community adaptation support
programs of local organizations

Primary — mitigation: energy and
mining, forestry; adaptation:
agriculture, coastal area (incl. small
islands, marine life and fisheries)

Secondary — mitigation: road
infrastructure, water, health, waste
management, transportation, industry

In order to reach its goa of reducing
emissions, moving Indonesia toward
alow-carbon economy and adapting
to the impact of climate change, the
ICCTF isfocused on the following
three windows priority areas

Window 1: Land based mitigation

The ICCTF aimsto contribute to
Indonesia’ s efforts to reduce
emissions from land-use change,
land-cover change and peatland
degradation while advancing efforts
toward optimizing land use and
sustainabl e forest resources,

€/2102/d2/22024
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Fund

Aim

Resources

Programs

Bangladesh Climate
Change Resilience
Fund (BCCRF) —
Bangladesh®

design include mainstreaming sustainable
development, mainstreaming good governance,
and mainstreaming civil society participation and
local community empowerment

The aimisto contribute to the implementation of
Bangladesh’s Climate Change Strategy and Action
Plan. The Climate Change Resilience Fund is
managed by the World Bank and is a complement
to Bangladesh’s own national fund for climate
change adaptation

848,499 already allocated in the Preparatory
Arrangements for ICCTF project document under
operational trust fund expenses and capacity building
purposes, signed between the Government and
UNDP on December 2009, the total allocated budget
amounts to USD 5,481,698. The remaining available
of funds USD 5,606,755 will be programmed and
reflected in the project budget upon further approval
of project proposals by the ICCTF Steering

Committee

The BCCREF is set up to receive public nationa,
bilateral and multilateral contributions. Current
donorsinclude Denmark, Sweden, the European

Union and the United Kingdom

The uniqueness of the fund isthat it isbased on a
coordinated donor effort which isaimed at
maximising the outcome of the effortsthat are
required; something that is not often the case for
development cooperation with Bangladesh in the area

of environment and climate change

The Government of Bangladesh manages the fund,
where a specid climate change unit of the Ministry
of the Environment will deal with project
applications from other departments and authorities

agriculture and peatland
management

Window 2: Energy

Aimsto contribute to the
improvement of energy security in
Indonesia and reduction of
greenhouse gas emissions from the
energy and industry sectors.

Window 3: Adaptation and
Resilience

Aimsto anticipate the negative
impacts of climate change and
respond to the risks and uncertainties
of climate disruption to ensure
Indonesia’s progress toward

sustai nable devel opment and
balanced economic growth

The fund will be used to finance the
implementation of the national
strategy and action plan, within the
following six pillars:

(1) food security, social security and
health,

(2) disaster management,
(3) infrastructure,

(4) research and knowledge
management,

(5) reducing greenhouse gas
emissions and a conversion to low-

throughout the country. The World Bank is currently  carbon development,

the trustee of the fund, but the intention is that the

€/2102/d2/2224
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Fund Aim Resources Programs

Government of Bangladesh, in due course, will take  (6) capacity development
over that responsibility through strengthened

capacity in the Ministry. In addition to the projects

that will be implemented by line Ministries and other

governmental institutions, 10 per cent of the fund

will be able to support project proposals from the

civil society

& <http://www.bndes.gov.br/SiteBNDES/bndes/bndes_en/Institucional/Press/Noticias/2012/20120213 fundoclima.html>.
P<http://www.eri ntanada.com/component/content/articl e/8-environment/168-hb-3528-peopl es-survival -fund-for-climate-change. html >.
<http://www.€jeepney.org/home/climate-policy/people-s-survival-fund-bil | >.
<http://www.icctf.or.id>.
d<http://www.undp.org/content/dam/undp/!i brary/Environment%20and%20Energy/Cli mate%20Change/ Capacity%20Devel opment/Blending_Climate_Finance_Throug
h_National_Climate_Funds.pdf>.
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Table 6
Institutions and rolesin the current climate finance ar chitecture
UNFCCC
ingtitutions
United
(GEF, LDCF, Nations Export credit
SCCF) agencies Bilaterals MDBs agencies
Technical assistance X X X X
€.g. power sector
reform; adaptive
capacity
Incremental cost X X X
financing
Supply of low cost X X X
debt
Risk management X X X

instruments

e.g. political risk
guarantees and
insurance

Abbreviations: GEF = Globa Environment Programme, LDCF = Least Developed Countries
Fund, MDBs = multilateral development banks, SCCF = Specia Climate Change Fund.
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