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Paper no. 1: Ecuador
Submission from Ecuador for the 42nd Session of the Subsidiary Body for Scientific and Technological
Advice SBSTA42 under the United Nations Framework Convention for Climate Change in response to
paragraph 2 of decision 11/CP.20
1.

2.

3.

4.

5.

6.

Ecuador welcomes the opportunity to present its views on the matter of methodologies for the reporting of financial
information by Annex I Parties to the Convention and the mandate that has been received by the COP17 on
decision 2/CP.17, paragraph 19.
For Ecuador the objective of methodologies for the reporting of financial information by Annex I Parties, is to
address the need for accurate accounting of the provision of funds from developed country parties to developing
country parties in order to assess compliance with finance obligations for mitigation, adaptation, technology
transfer and capacity building with a view to ensure robustness and transparency of the Financial Mechanism of
the Convention
In this sense, it is Ecuador’s understanding that these reporting guidelines are to be applied to all Annex I Parties,
given their responsibility to prepare biennial reports and given that this is the context under which the decision to
request the SBSTA to develop methodologies for reporting financial information was taken.
It is also Ecuador’s opinion that the development of these methodologies, since COP17, has not been in charge of
any other body, committee or agenda item under the UNFCCC, but that important work and discussions that have
been undertaken by the Standing Committee on Finance, for example, are valuable inputs for the SBSTA to carry
on with its work.
Furthermore, the development of these methodologies must address the gaps that have been identified both by
Parties and the SCF in the current way in which financial information has been reported, including through the
common tabular format adopted in COP18, which does not address financial information from sources other than
public, from Parties other than Annex II Parties and fails to take into account considerations regarding the
mobilization and leveraging of climate finance and the implications of a collective goal with regards to a robust
system of MRV for support, which is also lacking in the UNFCCC framework.
The MRV system mentioned above, needs to be guided by the following principles:
a) Measurement:
i. Measurement shall address those funds exclusively aimed at enabling and supporting enhanced
action on mitigation, adaptation, technology development and transfer, report drafting, and
capacity-building for non-Annex I parties, from public, private, bilateral, multilateral and
alternative sources.
ii. With regards to funds provided for multiple purposes, only the share provided solely for
climate change will be counted towards climate change finance.
iii. Mobilization of funds through leverage and/or official development aid will be considered
complementary and will not be counted as a part of climate finance.
iv. Mobilization of funds in developed countries for administrative purposes in indirectly related
to the provision of climate change funds towards developing countries will not be considered
climate finance.
b) Reporting:
i. A Financial Support Registry must be established which will be universally accessible in
character, in order to ensure inclusiveness and transparency to all Parties.
ii. The origin, intermediaries and characteristics of funds, including funds from private, public,
bilateral, multilateral and alternative sources, technology transfer and capacity building, must
be reported by parties to the COP through Annex I national communications, additional
information submitted from developed countries, additional financially-supported information
submitted from developing countries, operating entities annual reports and others.
iii. Reporting of climate-related support must follow a common, internationally agreed format,
approved by the COP in order to allow for comparability, assessment and analysis by the
Standing Committee on Finance and by all non-Annex I and Annex I parties. The format must
include information on funded actions, amount effectively disbursed against obligations under
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the Convention, amount of new and additional funds, sector, financial channels, time frame and
instruments (including inter alia grants, concessional loans, capital and others).
c) Verification:
i. The source and character of funds must allow for traceability on the part of non-Annex I parties.
ii. Developing country parties that receive funding must be able to certify the funds received and
report on the effective use of funds.
Furthermore, biennial reports from Annex II countries evidence a range of methodologies that use different
considerations as to what extent and through which sources, climate finance has been mobilized. This is due to the
fact that the UNFCCC has not provided with guidelines on the role of sources or even on what mobilization of
climate finance entails from an attribution standpoint.
The development of guidelines, technical papers from the Secretariat and considerations from the SCF need to
tackle specific issues like Parties not using the proper reporting categories, reporting of funding to multilateral
institutions without distinction to climate change financing, no format regarding bilateral flows or private sector
engagement or even timeframes or periods of time covered.
These issues are inexorably related to the international capacities, agreements and definitions that need to be in
place for Parties to have clear understandings on the transparency, accuracy, efficiency, soundness, additionally,
attribution and sources of climate finance, which will be aimed at aiding developed country Parties fulfill their
commitment to mobilize 100 billion USD a year as of 2020.
To this end, the technical paper that the Secretariat has been mandated to prepare in paragraph 3, decision 11/CP.20
should focus on the divergences between existing international methodologies, especially those currently used by
developed country Parties in their biennial reports and on possible convergences that could aid enhance
comparability among them. It should also elaborate on the conclusions that the SCF has presented in their 2014
biennial assessment and overview of climate finance flows in the face of the methodologies to be summarized.
In addition, the joint in-session technical workshop that will be organized in response to paragraph 4, decision
11/CP.20 should aid Parties in understanding and identifying information gaps and inconsistencies both in the
methodologies assessed by the secretariat in the technical paper mentioned above and determine the capacities,
mechanisms and institutional requirements needed in order for the COP to account for financial flows of over
100 billion a year as of 2020, which should not be done with a delay of years in order to obtain the necessary
information, as is current practice.
As a follow up to the conclusions presented by the SCF in its assessment and overview of climate finance flows,
representatives of this committee should be asked to elaborate on the conclusions that this document has arrived to,
including on the rationale behind its recommendation to invite a relevant body under the Convention to consider
key findings of the BA with a view to improve the guidelines for reporting climate finance under the Convention
and invite a relevant body of the Convention to develop common reporting methods for needs and climate finance
received in the time for the next cycle of BURs, with consideration of developing countries experiences.
In Ecuador’s view, the technical work that is pending for the development of the methodologies that decision
11/CP.20 addresses, includes the definition of the roles and types of sources, attribution and burden sharing
between recipients, categories of activities to reported, sectors covered and channels used (like the Financial
Mechanism of the Convention).

Paper no. 2: Latvia and the European Commission on behalf of the European Union
and its member States
SUBMISSION BY LATVIA AND THE EUROPEAN COMMISSION ON BEHALF OF THE
EUROPEAN UNION AND ITS MEMBER STATES
This submission is supported by Albania, Bosnia and Herzegovina, the Former Yugoslav Republic of Macedonia,
Montenegro and Serbia.
Subject: Views on methodologies for the reporting of financial information
In accordance with decision 11/CP.20, the European Union and its Member States submit the following views on the
methodologies for the reporting of financial information, as referred to in decision 2/CP.17, paragraph 19, to be
included in a miscellaneous document by the UNFCCC secretariat.
I.

Relevant EU submissions

In previous submissions, the EU stressed that elaborating and harmonising the coverage of existing reporting systems is
essential to enhance transparency of climate finance flows. These submissions also identify several areas of
improvements in the current reporting methodologies and contain more detailed suggestions for improving transparency.
The submissions can be found on the UNFCCC submission portal
(http://www4.unfccc.int/submissions/SitePages/sessions.aspx):
Submission by the European Union and its Member States on 21 th of February 2014, containing our views on
the experiences with submitting the first biennial reports in accordance with decision 2/CP.17.
 Submission by the European Union and its Member States on 12th of May 2014, containing our views on
appropriate methodologies and systems used to measure and track climate finance in accordance with decision
15/CP.18.
 Submissions by the European Union and its Member States on 2 nd of September 2013 and on 29th of
September 2014, on our Strategies and Approaches for mobilising scale-up climate finance towards the
developed countries’ goal to jointly mobilise USD 100 billion.
II. EU’s views on methodologies for the reporting of financial information


EU’s views on the reporting methodologies within the UNFCCC:
1.

The EU regards transparency of support as a key element in order to facilitate trust among Parties and the
effective allocation of climate finance. Past improvements to the MRV system under the UNFCCC, such as the
Common Tabular Formats, have made important steps into this direction. The biennial reports have great
potential to further enhance overall transparency of support provided to developing country Parties, for
example by clarifying key concepts and parameters for reporting, and contributing to convergence, where
appropriate, with other existing reporting systems, such as the OECD-DAC Creditor Reporting System (CRS).
Such improvements should ensure the accountability, coherence and comparability of data within time and
across Parties and to simplify and clarify reporting requirements to facilitate cost effective and efficient
reporting that sets the rights incentives.

2.

Further clarification on role and nature of the national communications (NC) and biennial reports (BR) is
needed. Requesting the same information in the NC and the BR, including harmonizing the tables, or clearly
restricting the communication of different kinds of information to either the NC or the BR, would enhance
transparency and consistency of information, while also reducing the workload for the reporting services. The
current differences in the reporting requirements and reporting tables between the BR and the NC may cause
confusion during the review and result in inconsistent data sets.
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EU’s views on key terminology and common parameters:
3.

Progress on the development of a common understanding on key terminology for reporting under the
UNFCCC is needed to facilitate transparency and comparability. This includes, among others, the concept of
climate finance as well as of mobilised private climate finance.

4.

Accuracy and consistency of climate finance information can be strengthened by common reporting
parameters, such as status of contributions (committed or disbursed), treatment of bilateral/multilateral flows,
as well as more technical elements like exchange rates and – if necessary – price deflators. This information
should be included in the reporting of Parties in both their BR and NC by building on and making reference to
existing reporting systems.

5.

The collection of this information should help for the discussions on definitions of key terms and concepts
related to climate finance.

EU’s views on reporting methodology for multilateral climate finance flows:
6.

In order to be able to provide multilateral climate-specific information under UNFCCC for the common tabular
format of the BR, additional information from multilateral organisations, such as the Multilateral Development
Banks and the UN Agencies, will be necessary to have clearer data on how the general contributions by Parties
were used by these multilateral organisations for climate support.

7.

Therefore the expertise and data of multilateral organisations could be used by Parties to better fulfil the
reporting requirements with respect to multilateral flows, under UNFCCC. In order to allow for a common
approach and avoid double counting, the multilateral organisations should disclose which share of Parties’
core/general contributions were used for climate relevant projects so that Parties can calculate the imputed
climate finance of Parties instead of having Parties reporting on core/general contributions.

EU’s views on reporting methodology for private financial flows:
8.

The tracking of private climate finance is particularly complex due to issues surrounding data availability, the
multitude of actors involved, diverse channels of finance and rapidly fluctuating activities. There are at present
no adequate and shared systems for reporting mobilized private climate finance, hence the EU recognises the
need to develop enhanced and common methodologies in this regard. The recently completed Biennial
Assessment by the SCF provides an estimate of total private climate finance globally based on current
available information and identifies possible further steps for estimating and collecting data on private climate
finance.

9.

A future common understanding of private climate finance should be simple and flexible in order to keep the
administrative burden of reporting at a minimum, while identifying and avoiding as much as possible risks of
double counting. It should also create the right incentives, encouraging countries to mobilise and use climate
finance with the aim of promoting mitigation and/or adaptation in the most efficient way.

10. Without prejudice to future international agreements, the EU will, in relation to the committed goal by
developed countries to mobilise jointly USD 100bn per year by 2020 from a wide variety of sources in the
context of meaningful mitigation action and transparency on implementation, as a starting point, apply an
understanding of private climate finance, which specifies that these financial flows are: 1) mobilised by public
finance, or by a public intervention, including in the sphere of policy and regulatory reform, and 2) climate
relevant in accordance with criteria used by relevant international organisations such as the OECD and
Multilateral Development Banks.
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11. The EU welcomes the on-going work coordinated by the OECD, under its Research Collaborative, in
developing options for appropriate and shared methodologies for measuring and tracking mobilised private
climate finance and enabling it to be better defined, recorded, monitored and reported. After focusing on the
aim to strengthen the data and methodological framework during 2013-2014, the RC is now focusing on
further developing and testing estimation methods for mobilized private climate finance within the context of
pilot measurements.
EU’s views on reporting methodology for capacity building and technology transfer:
12. The EU engages strongly in providing capacity building and technological support for developing countries,
for example, through the Technology Mechanism's Climate Technology Centre and Network (CTCN).
Comprehensive reporting on these topics is complex due to the integrated nature of these activities, projects
and programmes.
13. The reporting methodologies with regard to the acceleration of technology transfer and associated capacity
building activities should consider the cross-cutting nature of these types of support and the complexity to
assess the wide scope of mitigation and adaptation technologies. It remains a complex activity to quantify the
associated induced learning effects or innovation. It would not be useful to develop separate indicators for
climate-relevant technology transfer and associated capacity building activities. It would be helpful to consider
such activities as integrated part of a coherent reporting methodology for financial flows.
EU’s views on how to improve methodologies for the reporting of financial information under the UNFCCC:
14. Developing and strengthening the methodologies and systems on reporting climate finance will be a gradual
and incremental learning-by-doing process requiring cooperative action from all Parties and various
institutions and data providers.
15. It should be ensured that the underlying approaches of the reporting methodologies can be applied by all
relevant actors so that the resulting data are comparable and consistent among all contributing Parties and other
providers of data, while supporting trust and credibility among Parties.
16. The reporting methodologies should make the best use of existing data systems and institutions, such as the
OECD-DAC Creditor Reporting System (CRS) and the system put in place by the Multilateral Development
Banks to track climate specific trends and progress in MDB’s portfolios and by the International Development
Finance Club (IDFC), to ensure feasibility and cost-effectiveness and to avoid undue duplication of work or
development of parallel reporting systems. Reporting methodologies developed under the UNFCCC should
therefore build upon or be compatible with existing reporting systems, allowing Parties to report consistently
over time and should not introduce additional inconsistencies.
17. Strong cross-coordination and collaboration between all relevant bodies under the UNFCCC and outside the
UNFCCC is required to make the best use of all existing expertise and knowledge. In this context, the Standing
Committee on Finance has an important role to play within the UNFCCC. The EU welcomes the first biennial
assessment and overview of climate finance flows and the SCF's work on MRV of climate finance. It should be
recognized that the SCF has provided a comprehensive snapshot of climate finance flows on the basis of the
available information and collected useful insights on different reporting methodologies and challenges. The
key findings and recommendations made by the SCF, as contained in decision 6/CP.20, are a good basis for
further elaborations on climate finance and the EU looks forward to see how the SCF will do its work on MRV
of support beyond the BA in its 2015 work plan.
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III. The bigger picture: how does it all fit together?
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The discussion under SBSTA on the methodologies for the reporting of financial information, in accordance
with decision 2/CP.17, paragraph 19, is part of the bigger picture to ensure a robust and more harmonised
reporting framework with a broad structure which enables the tracking and reporting of all climate finance
flows. Both institutions within and outside the UNFCCC have a role to play in reaching this overall, more
comprehensive goal.



According to the EU and its Member States, there is still a need for further identification of the role of the
different bodies under the UNFCCC in the reporting, and more generally in the MRV framework. Both
Subsidiary Bodies (SBSTA and SBI), the Ad hoc Working Group on the Durban Platform for Enhanced
Action (ADP), and the Standing Committee on Finance (SCF) are involved and the UNFCCC would benefit
from a clear overview of the different issues under each body’s consideration to search for synergies, avoid
overlap and identify possible gaps. The technical in-session workshop under the auspices of the Subsidiary
Body for Scientific and Technological Advice, the Subsidiary Body for Implementation and the Standing
Committee on Finance during SB 42 provides the best opportunity to have clarity on the full work plan.



Reporting is not a goal in itself, but a robust and harmonised reporting framework has the potential to enhance
the efficiency and effectiveness of deployment and use of sources as it can help to gain a better understanding
of the overall scale, the sectorial/geographical distribution and can uncover trends and gaps of financial
resources available for low carbon and climate resilient development. To reach this goal, a comprehensive
picture of climate finance is needed, which also includes information on finance received, as mentioned in the
SCF Biennial Assessment. Hence, in parallel to strengthening reporting methodologies for the provision of
climate finance, the EU believes that progress on reporting methodologies for support received should be
discussed as well.

Paper no. 3: United States of America
Methodologies for the Reporting of Financial Information
Submission by the United States
The United States is pleased to present its views on how to improve the methodologies for reporting financial
information under the Convention. This submission draws from and builds upon our previous submissions on the
appropriate methodologies and systems used to measure and track climate finance 1 in May 2014 and our experience
with the first Biennial Report2 in September 2014.
Parties’ biennial reports play a crucial role in facilitating transparency. The current system, as a result of improvements
over time, enables Parties to provide an unprecedented level of transparency. For instance, the common tabular format
(CTF) and system for reporting financial information that has been established for developed country Parties now
presents a consistent snapshot of the supply-side of climate finance across providers. Nevertheless, the current system
would benefit from improvement in three areas:
I.

Methods for reporting by developed country Parties on additional “metadata,” (e.g. there is no standardized way
of collecting Party determined methods, definitions, and underlying assumptions relevant to their reporting);

II.

Coverage of multilateral flows (e.g. there is a lack of clarity on climate finance channeled through multilateral
development banks (MDBs)); and

III.

Methods for reporting by developing country Parties (e.g. there is no standard format available for reporting on
the receipt and use of finance).

The purpose of this submission is to highlight these areas for improvement and share our views on how they might be
addressed.
I.

Improving Reporting by Developed Country Parties:

The current Biennial Reporting guidelines highlight the importance of Parties providing clarity on key “metadata”
elements that help other Parties better understand their reporting. These metadata elements broadly include i) how
Parties define key terms and concepts, ii) what methodologies they use, and iii) what, if any, assumptions underpin their
reporting. While the recently developed CTF helped to standardize reporting of financial data, it did not help to
standardize the collection and reporting of these “metadata.” As a result, Parties often provide such information in
inconsistent formats through supplemental annexes or submissions, separate from the financial data itself.
Amending the CTF to provide standard reporting fields on additional elements would enable Parties to provide further
clarity on some of the key metadata elements in the current Biennial Reporting guidelines, including their Party
determined:


Point-of-measurement used for the basis of reporting finance provided (e.g. “committed,”
“obligated,” “disbursed”);



Definition and method used to report “mobilized private finance” (where Parties report such information);



Criteria for defining finance as being “climate-specific;” and



Methodology for reporting on core contributions to non-climate specific multilateral entities.

1

2

http://www4.unfccc.int/submissions/Lists/OSPSubmissionUpload/50_19_13046264339178726220140603_us.pdf
http://www4.unfccc.int/submissions/Lists/OSPSubmissionUpload/54_7_130562373889279941U.S.%20Experience%20Preparing%20First%20Biennial%20Report%20Submission.pdf
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Providing an avenue for Parties to communicate this information in a standard format would not only enhance
transparency on the data being reported, but over time could also lead to possible harmonization of the Partydetermined definitions and methods used in each Party’s unique national reporting system. Greater clarity on the
underlying definitions and methods used can also help to enhance the compatibility and comparability of Parties’
datasets with other complementary reporting systems, such as those of the Organization for Economic Cooperation and
Development, as well as increase their usability by civil society organizations.
II. Improving Coverage of Multilateral Flows
Although multilateral financial institutions, such as multilateral development banks (MDBs) and regional development
banks (RDBs), play a key role in channeling climate finance to developing countries, their flows are poorly captured by
the current reporting system. This is due to the fact that the current system attempts to capture MDB flows by
requesting that Parties report on their overall ordinary capital resource contributions to both climate- and non-climatespecific multilateral entities. However, this approach has several technical limitations that result in an unclear and
incomplete picture of MDB’s efforts to finance climate action. This is primarily because these contributions are only
one component of how MDBs finance their operations.
Since the initial development of the CTF and reporting guidelines, the measurement capabilities of these institutions
have increased significantly. For instance, a group of seven MDBs now report jointly on their climate finance flows to
developing countries on an annual basis. Although MDBs and other multilateral financial institutions cannot be required
to report to the UNFCCC, Parties could invite these institutions to provide information. To facilitate this, Parties could
request a relevant Convention body to collaborate with these institutions to discuss the development of an appropriate
reporting avenue. Because many MDBs also manage external financial resources in addition to their own resources,
reporting would have to be coordinated to avoid double counting across MDBs and Parties, who may also be reporting
these contributions in their Biennial Reports. Such an approach would provide not only greater clarity, but a more
complete picture of the role of multilateral financial institutions in channeling finance for climate activities in
developing countries.
III. Improving Reporting by Developing Country Parties
At present, a finance provider only has information regarding its own outflows to a particular country, and has little
understanding of the amount of finance a recipient country is receiving from all sources into a given sector. Although
only twelve Biennial Update Reports have been submitted to date, they already provide some indication of the lack of
clarity that persists on the receipt and use of finance. To help address this, a common reporting format could be
developed and made available to developing countries in order to help facilitate and enhance consistency in their
reporting. This was also a core recommendation by the Standing Committee on Finance in its first Biennial Assessment
and Overview of Financial Flows released in 2014.
The creation of a standardized format could build off of existing expert recommendations and international experience,
such as work done by the Consultative Group of Experts on National Communications from Parties not included in
Annex I to the Convention.3 This could usefully include information pertaining to a Party’s receipt and use of finance,
disaggregated where possible along the following dimensions:


Source (e.g. multilateral sources, bilateral sources, other, etc.) and provider.



Sector receiving finance (e.g. agriculture, water, energy, transportation) and end use of such finance (e.g.
mitigation, adaptation).



Type of finance (e.g. concessional, non-concessional) and instrument (e.g. loan, grant, equity).

A standard and aggregate picture of the thematic balance of inflows on the recipient end could play a crucial role in
enhancing donor coordination efforts as well as assessing alignment between finance provided and nationally identified
needs.

3
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“CGE Training Materials – Biennial Update Reports” available at
http://unfccc.int/files/national_reports/non-annex_i_natcom/training_material/methodological_
documents/application/pdf/cross_cutting_issues_1_(29_october_2013)-presentation.pdf.

Paper no. 4: Organisation for Economic Co-operation and Development
OECD submission to the UNFCCC Standing Committee on Finance1
This submission is provided in response to the UNFCCC Standing Committee on Finance’s (SCF) call for inputs from
observer organisations on “views on the methodologies for the reporting of financial information, as referred to in
decision 2/CP.17, paragraph 19”.
The Organisation for Economic Co-operation and Development (OECD) welcomes the opportunity to submit inputs
based on its experience and expertise in measuring, reporting and analysing international climate finance flows. The
OECD reiterates its interest and readiness to contribute to the UNFCCC’s on-going work on the Measurement,
Reporting and Verification (MRV) of support. The OECD Secretariat is open to discuss, partner and collaborate as
appropriate, as well as to contribute to future expert meetings and discussion hosted by the SCF and UNFCCC. We also
wish to highlight to the SCF and UNFCCC the range of relevant meetings and discussions hosted at the OECD in 2015
(see list in Annex 1 of this submission).
This submission serves as an update and elaboration of the July 2013 OECD Submission to the SCF and January 2014
OECD submission to the SCF. In particular this submission highlights key developments in modernising the
Development Assistance Committee (DAC) development finance measurement framework (agreed at the December
2014 High Level Meeting), progress under the Joint ENVIRONET-WP-STAT Task Team on improving the OECD
DAC Rio markers, environment and development finance statistics, as well as learnings to date from the OECD-led
Research Collaborative on Tracking Private Climate Finance.
This submission provides information organised in two parts. The first part outlines the two main areas where the DAC
can contribute towards methodologies for reporting on financial information, through: i) basic concepts and a statistical
framework to track finance; and ii) climate definitions and methodologies to identify “climate adaptation” and “climate
mitigation” activities and monitor and measure related flows. The second part outlines key messages from the Research
Collaborative for estimating and reporting mobilised private climate finance in terms of both short term implementable
options and longer-term action points for improved data and methods.
Contents
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This submission provides input based on the OECD Secretariat’s research, analysis and data. The
information contained in this submission does not necessarily reflect the official views of the OECD
or of the governments of its member countries.
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Summary
Robust measurement and reporting frameworks are required to boost transparency, accountability, and to build trust. It
is important to build on and use existing statistical systems to avoid divergent and duplicative reporting. Creating a
framework that connects the reporting requirements of the OECD DAC, the UNFCCC, the Post-2015 financing for
sustainable development will ensure consistency of data reported in these different fora, limit transaction costs and
improve the quality of information provided.
1.

The DAC statistical framework provides an international standard for tracking development finance, and
can provide a basis to support more consistent, comparable and transparent financial data collection under
the UNFCCC.


Basic financial data collection concepts outlined in the DAC statistical reporting directives definitions and
classifications (e.g. for commitments/disbursements/exchange rates) could be used as standardised
methodologies to enhance reporting guidelines (i.e. in the Biennial Report Common Tabular Formats, Tables
7a,b, highlighted in blue in Figure 2).



The framework of the DAC system for integrating data across a range of channels, bilateral and multilateral,
can be used to avoiding double-counting and to provide an example of how to reconcile provider and recipient
perspectives when reporting on climate finance.

Figure 1. Climate-related development finance in 2013: Illustration of the DAC statistical framework integrating
data across the bilateral and multilateral channel
Commitments, USD billion

Note: Aggregate figures reflect bilateral ODA and OOF flows from members of the OECD DAC and the UAE, identified as targeting
climate change as either a principal or significant objective based on the “Rio markers”, and climate-related multilateral flows from seven
MDBs and the GEF

2.

12

The DAC methodologies for measuring and monitoring climate-related development finance provide an
internationally recognised definition of climate change adaptation and mitigation and a foundation for more
comparable and comprehensive reporting by Parties on climate finance to the UNFCCC. The methodologies
avoid double-counting across bilateral and multilateral flows.


The Rio marker methodology provides an approximate quantification of financial flows and a basis for
reporting to the UNFCCC on bilateral climate-related ODA. Many members adjust the DAC data for their
climate finance reporting. Through parties sharing methodological information on “coefficients” applied to
scale down the volume of finance, or through the development of common reporting standards, the reporting
practices under the UNFCCC could become more transparent and consistent.



The DAC system and data collection enables climate-related multilateral contributions to be estimated based in
part on “imputed multilateral contributions”. This approach provides a methodology for developed parties to

estimate and report on their “climate-specific” multilateral contributions which in turn are channelled through
multilateral development finance institutions. The DAC system in this way is unique in its design to avoid
double-counting across bilateral and multilateral flows of climate-related development finance.
Figure 2: Areas where DAC definitions and classifications can provide methodologies for reporting on financial
information (blue – standard financial concepts, green – climate-related concepts).

3.

The OECD, through both the Research Collaborative and the DAC, is working to develop and assess
methodologies to estimate amounts of private climate finance mobilised by public interventions. The results
of this work, including findings and learnings from pilot estimates being conducted in 2015 (at sector, public
finance institution and country level) could support future reporting to the UNFCCC.

Part I: OECD Development Assistance Committee Framework and System
1.

OECD DAC development finance measurement framework and statistical system

The DAC development finance measurement framework and statistical system provides an international standard for
measuring development finance:


The DAC Creditor Reporting System (CRS) provides transparent activity-level information on development
finance, integrating data across a range of channels, bilateral and multilateral, to provide both a measure of provider
effort and flows to recipients, whilst avoiding double counting. The CRS provides an example of how to reconcile
developed and developing country perspectives to development finance, which is relevant to reporting under the
UNFCCCC on climate finance provided and received.



Definitions and classifications outlined in the DAC statistical reporting directives underpin consistent, comparable
and transparent data collection. These basic financial data collection concepts could be used to enhance and
improve UNFCCC reporting guidelines for reporting on financial information.



The modernisation of the DAC’s development finance statistics – notably the modernisation of the ODA measure
and broader measure of Total Official Support for Sustainable Development - will also apply to climate-related
development finance flows. The modernised framework provides a structure for the categorisation, measurement
and monitoring of climate finance and will cover a range of international sources and channels of official finance
(concessional and non-concessional, bilateral and multilateral), including private finance mobilised.
1.1. DAC Statistical System:

As the UNFCCC considers its approach on MRV for both developed and developing country parties, and considers how
to draw together and aggregate information from Biennial Reports (BRs) and Biennial Update Reports (BURs), the
DAC framework can provide an example for how to reconcile developed and developing country reporting on climate
finance.
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The DAC Creditor Reporting System (CRS) provides transparency through the collection and publication of detailed
information on individual development finance activities. The integrated data system collects financial flows from a
range of channels (bilateral and multilateral) tracking multiple flows, and tracking the status of implementation of
activities, from commitments to disbursements. Consistency and robustness is ensured through the use of standardised
definitions and bases of measurement across all flows. The DAC statistical framework and classifications are set in a
way which avoids double-counting: bilateral donors report separately on their bilateral support (bilateral development
finance including “multi-bi” or earmarked funding through multilaterals) and core support to multilateral organisations
(multilateral development finance). The fact that both bilateral and multilateral data are recorded and reconciled in a
same system ensures no double-counting between bilateral and multilateral commitments.
DAC statistics on resource flows to developing countries provide two perspectives – provider and recipient (see
figures 3 and 4). These two measurement points capture bilateral and multilateral flows in two ways:


The “provider perspective” presents statistics on efforts by each DAC member, and includes both its bilateral
contributions that flow to developing countries and multilateral contributions to multilateral development
institutions.



The “recipient perspective” presents flows benefiting the recipient originating from all sources, and therefore
includes bilateral flows from bilateral providers and outflows from multilateral organisations.
Figure 3: Two perspectives from the DAC statistical system

For DAC statistics on climate-related development finance, the same two perspectives are available (see figure 4):
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Under the provider perspective, bilateral contributions targeting climate change are identified through Rio
markers and multilateral contributions for climate are estimated through the calculation of “imputed
multilateral contributions” (see section 2.3).



Under the recipient perspective, Rio-marked bilateral flows collected from DAC members and other bilateral
providers are presented together with multilateral climate finance outflows collected from the MDBs, the
Adaptation Fund, Climate Investment Funds and the Global Environment Facility (see section 2.3).

Figure 4: DAC statistical system’s two perspectives on climate-related development finance

1.2. Definitions and classifications for financial data collection
OECD Development Assistance Committee’s measurement framework and statistical system definitions and
classifications serve as an internationally-agreed reference point for development finance measurement methodologies.
These could be drawn upon by the UNFCCC to enhance the guidelines for Biennial Reporting and for the review of
Common Tabular Formats (CTFs) Tables 7a) and 7b) for reporting on climate finance, in order to support more robust
and consistent reporting. Table 1 below provides a preliminary mapping of financial measurement concepts in the CTF
and those in DAC statistics, which could be drawn on by parties to provide more transparency and consistency in
reporting.
This OECD DAC statistical system is based on standardised definitions and classifications, providing rules and a base
of measurement for financial data collection and reporting. This enables transparent, robust and consistent data
collection across members and overtime, as well as facilitating statistical analysis and a clearer interpretation of the
data.
The OECD DAC Statistical Reporting Directives (OECD 2013a,b,c) consolidate the DAC reporting rules and
requirements and outline the numerous definitions and classifications, for example for commitments, disbursements,
financial instruments, exchange rates and sector codes (see Table 2), points of measurement (chapter 3, OECD 2013a).
Table 1: CTF parameters and OECD DAC definitions and classifications
CTF Table 7a and 7b parameters

OECD DAC definitions and classifications

Status: Pledged/Committed/Provided

Committed/Disbursed

See Table 2

Funding Source: ODA/OOF/Other

ODA/OOF

See Table 2 & section 1.4

Financial Instrument: Grant/Concessional Loan/
Non-Concessional loan/Equity/Other

Grant/Concessional Loan/Non-Concessional
loan/Equity/Other

See Table 2 & section 1.4/1.55

Recipient Country/Region/ Project/Programme

ODA recipients list and regions

See Table 2

Additional details: project description and
implementing agency

Activity-level information captured in DAC CRS,
identifying project title, short and long descriptions etc.
(and CRS ID)
Delivery channels

See Table 2

Sector: Energy/Transport/Industry/Agriculture/
Forestry/Water and Sanitation/Cross-cutting/Other

Sector (purpose) codes

See Table 2

Amounts: Domestic currency /USD

USD Exchange rates

See Table 2
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Term

Table 2: Definitions in DAC Statistical Reporting Directives2

Para ref

Commitment

A commitment is a firm written obligation by a government or official agency, backed by the appropriation or
availability of the necessary funds, to provide resources of a specified amount under specified financial terms and
conditions and for specified purposes for the benefit of a recipient country or a multilateral agency. Donors unable to
comply with this definition should explain the definition that they use.
Commitments are considered to be made at the date a loan or grant agreement is signed or the obligation is otherwise
made known to the recipient (e.g. in the case of budgetary allocations to overseas territories, the final vote of the
budget should be taken as the date of commitment). For certain special expenditures, e.g. humanitarian aid, the date
of disbursement may be taken as the date of commitment.

90, 91

Disbursement

A disbursement is the placement of resources at the disposal of a recipient country or agency, or in the case of
internal development-related expenditures, the outlay of funds by the official sector. Disbursement may be measured
in various ways at different stages of the transfer process.

94

Financial
instruments

Current definitions in paragraphs 22 to 33 of the reporting directives. The taxonomy of financial instruments is being
revised and will be incorporated in the new reporting directives, available at the end 2015. See revised definitions
(awaiting members’ approval) at “Revisions to Chapter 1 – Section II. Financial instruments (types of finance)”,
page 7 of OECD, 2015a

Currency and
exchange
rates

The basis of measurement in DAC statistics is the US dollar. Data reported in the CRS in other currencies are
converted to dollars by the Secretariat. The list of exchange rates is published at
http://www.oecd.org/dac/stats/data.htm (under Data Tables, source: OECD ECO). The rates are an average of the
yearly exchange rates and are published once a year. See also Deflator.

Sector
clarifications
(purpose
codes)

The purpose/sector of destination of a bilateral contribution should be selected by answering the question “which
specific area of the recipient’s economic or social structure is the transfer intended to foster”. The sector
classification does not refer to the type of goods or services provided by the donor. See link for the list of codes:
www.oecd.org/dac/stats/purposecodessectorclassification.htm
There are 27 main categories and 197 subcodes, including climate-relevant sectors such as energy, water, transport
and, environmental policy, etc.

Beneficiary
countries

The DAC list of ODA Recipients shows developing countries and territories eligible for receiving Official
Development Assistance (ODA). The list is designed for statistical purposes, not as guidance for development
finance allocations, and is revised by the DAC every 3 years.

Delivery
channel

The channel of delivery is the first implementing partner. It is the entity that has implementing responsibility over
the funds and is normally linked to the extending agency by a contract or other binding agreement, and is directly
accountable to it. Where several levels of implementation are involved (e.g. when the extending agency hires a
national implementer which in turn may hire a local implementer), the first level of implementation as the channel of
delivery should be reported. Where activities have several implementers, the principal implementer should be
reported (e.g. the entity receiving the most funding). In the case of loans, the borrower should be reported as the
channel of delivery (i.e. the first entity outside the donor country that receives the funds).[See Annex 9 of OECD,
2013b for the list of the major channels of delivery. See also OECD, 2015a, section D (page 10) for a proposal to
include additional channel codes for the private sector.]

Bilateral/
multilateral
contributions

Bilateral contributions are flows from official (government) sources directly to sources in the recipient country.
Multilateral contributions are core contributions from official (government) sources to multilateral agencies where
it is then used to fund the multilateral agencies’ own programmes.
In some cases, a donor can contract with a multilateral agency to deliver a programme or project on its behalf in a
recipient country. Such cases are typically counted as bilateral flows and are often referred to as Bi/Multi.

312

1.3. Modernisation of the OECD DAC development finance framework
To support the UN’s work on a financial framework for post-2015 goals the OECD DAC has carefully examined how
to modernise the DAC statistical system, measures and standards to ensure the integrity and comparability of data on
development finance and create the right incentive mechanisms for effective resource mobilisation. Recent decisions
under the DAC will modernise ODA measurement, develop a broader measure of Total Official Support for Sustainable

2
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OECD (2013a,b,c).

Development (TOSSD) and measure the amounts of private finance mobilised through official development finance
interventions (see section 1.4).
Key features of the modernised OECD DAC development finance framework are: 63




The treatment of loan concessionality: modernising the reporting of concessional loans to make it easier to
compare the effort involved with that in providing grants, by introducing a grant equivalent system for the
purpose of calculating ODA figures. Under the new reporting system, ODA credit counted and reported will
be higher for a grant than for a loan, and concessionality will be assessed based on differentiated discount
rates for lower and middle income countries (see Annex 2 of this submission).
The development of a new statistical measure – Total Official Support for Sustainable Development
(working title, TOSSD): To recognise and further incentivise the efforts that are being made above and
beyond ODA, agreement to continue to develop a new statistical measure, to complement, not replace, the
ODA measure. It will potentially cover the totality of resource flows extended to developing countries and
multilateral institutions in support of sustainable development and originating from official sources and
interventions, regardless of the types of instruments used and associated terms. The ultimate parameters of the
TOSSD measure will be finalised once the post-2015 agenda has been agreed.

TOSSD and climate-related flows
Given that the international target for climate finance (USD 100 billion by 2020) gives no reference as to the
concessionality of climate finance flows, going forward (from 2018) the appropriate metric to use in the DAC system
for monitoring climate-related development finance will likely be a TOSSD-like measure (and not the modernised ODA
measure). Quantitative analyses can be carried out to compare across these notably to look at commitments, gross
disbursements or net disbursements as required.
The modernisation of the DAC statistical framework and decisions on ODA and TOSSD will apply to climate-related
development finance flows. This modernised framework provides a structure for categorisation, measurement and
monitoring of climate finance, covering a full range of international sources, types and channels of official finance
(concessional and non-concessional, bilateral and multilateral), including private finance mobilized through official
development finance interventions.
One of the main features of the modernised DAC statistical framework is that the headline Official Development
Assistance (ODA) measure will reflect the effort of the official sector in providing development finance, while the
headline measure for financial flows themselves will be TOSSD. Within TOSSD, it will be possible to separately
identify ODA flows. Building on the existing statistical system that collects and publishes detailed activity-level data on
ODA, the modernised DAC statistical framework will improve data on broader development finance, tracking multiple
flows in an integrated system whilst avoiding double-counting. Consistency and robustness are ensured through
standardised definitions and bases of measurement across all flows.
One characteristic of these developments is that they could help to capture climate-related flows that go beyond the
scope of ODA to include non-concessional financing flows and amounts mobilised from the private sector by
official development finance. This could provide a solid foundation and monitoring system from which future
UNFCCC decisions on what counts towards the USD 100bn climate finance goal could be anchored. This is an
extension of current practices, where many developed countries draw on but do not report Rio marker data directly (see
section 2.2). Such an approach can help avoid un-necessary duplication and divergences in reporting requirements from
across the DAC and UNFCCC.
Figure 5 below illustrates the current system, the modernised ODA measure and the proposed TOSSD measure (as
currently proposed):


The distinction between the current ODA cash-flow approach and the new headline grant equivalent ODA measure,
which will include the grant equivalent of loans disbursed, reported year by year.

3

For further information visit: www.oecd.org/dac/dac-hlm.htm
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TOSSD will particularly enhance tracking of resource inflows to developing countries (cross-border flows, of
particular importance for analyses of development finance from the recipient perspective). It will account for the
face value of amounts disbursed on ODA loans and will also include disbursements for non-concessional loans.



The broadening of the coverage of the DAC statistical system to including the amounts of private finance mobilised
by official development finance. Discussions are still ongoing on whether this will be included in TOSSD or a
separate measure. In any case, the data will be collected in the reporting system, and can be made subject to
reporting on the Rio markers, including climate change. This would be particularly relevant for the monitoring of
the USD 100 bn commitment which includes both public and private finance.
Figure 5. The modernisation of the DAC statistical framework, ODA and beyond

1.4. Mobilised private finance
Work to measure the amounts mobilised from the private sector by official sector mechanisms is a defining feature of
current efforts to modernise DAC statistics in preparation for the post-2015 agenda. At their December 2014 High
Level Meeting, DAC members recognised the importance of guarantees and other private-sector instruments to unlock
private investment and help mobilise additional resources for sustainable development. They also supported collection
of data on amounts mobilised and continued work in this area to establish a first international standard for measuring
the volume of private finance mobilised by official interventions.
For work in this area, the DAC is following an approach whereby the methodology is tailored to the specificities of each
instrument. Recognising the conceptual difficulties in defining causality as well as the project’s “perimeter” in the case
of grants and loans, the DAC first developed methodologies for private-sector instruments where the causality was
relatively straightforward, i.e. guarantee schemes, syndicated loans and shares in collective investment vehicles.
The methodologies were developed in 2013-14 based on the results of two surveys,4 and a series of consultations with
experts from bilateral and multilateral development finance institutions. In order to avoid double counting, the proposed
methodologies strive to follow, whenever possible, conservative (in terms of causality), fair (pro-rated attribution) and
pragmatic (point of measurement and data availability) principles.

4
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Two surveys on the mobilisation effect of official development finance interventions: Survey on
guarantees and Survey on mobilisation

DAC members have agreed in principle on the approach, and in 2015, the DAC will revise its Statistical Reporting
Directives to commence a regular data collection on amounts mobilised. The Rio markers will be used in this context
to identify private climate-related finance mobilised by official interventions. Further work will be undertaken to
elaborate methodologies for other instruments, such as equity participations, mezzanine finance and credit lines. Grants
and loans will also be studied so that methods can be proposed in the near future.
Findings from this workstream are shared with the Research Collaborative on tracking private climate finance
(see Part II)
2.

Identification and measurement of climate-related development finance in DAC statistics

The OECD DAC has been measuring and monitoring official development finance targeting the objectives of the Rio Conventions,
including climate change, providing a methodology for identifying and reporting on climate-related development finance flows:


The Rio markers provide an internationally recognised definition of climate change adaptation and mitigation – enabling the
identification of projects which target climate change objectives.



The Rio marker methodology provides an approximate quantification of financial flows. A large number of members draw on
this data as the basis for their reporting to the UNFCCC on bilateral climate-related ODA, but many make adjustments and only
report a share of the climate-related development finance reported to the DAC. Reporting practices under the UNFCCC could be
more transparent through the provision of methodological information by parties, and more consistent through the development
of common standards.



The DAC system and data collection enables climate-related multilateral flows to be measured and reported from both a
recipient perspective, based on total outflows from the MDBs, and from a provider perspective, based on “imputed multilateral
contributions”. This approach provides a methodology for developed parties to estimate and report on their “climate-specific”
multilateral contributions.



The DAC is working with its members, the MDBs, partner countries and other stakeholders to fine tune the Rio marker
definitions, explore the basis for more quantified reporting, and estimate imputed multilateral contributions, to support parties in
their reporting to the UNFCCC.

2.1. “Rio marker” Definitions and Measurement Methodologies
The Rio marker methodology captures granular information on every development finance activity that targets climate
change mitigation (where reporting is mandatory, since 2007) and climate change adaptation (since 2010). Every
activity reported is screened and marked as either (i) targeting the Conventions as a 'principal’ objective or a
'significant' objective, or (ii) not targeting the objective.
The headline definitions are internationally recognised and drawn on by many other organisations and parties in their
reporting on climate finance (i.e. CPI, IDFC and MDBs), see information box 2.
A key feature of the Rio marker system is that it recognises that finance may target more than one policy objective. The
system records projects that target both adaptation and mitigation objectives, simultaneously, allowing multiple
objectives to be tracked, whilst identifying where objectives overlap to ensure finance is not counted twice (referred to
as “double-counted”).
The system also records projects that target climate and other environmental objectives (e.g. biodiversity and
desertification) recognising that these concerns are intertwined. As such, “green” external development finance is often
designed and delivered to achieve multiple environmental objectives (Chart 5). In 2011-13, 64% of green development
finance targeted at least two environmental objectives simultaneously.
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Figure 6. The multiple objectives of environmental ODA, 2011-13
Three-year annual average, bilateral commitments, USD billion, constant 2012 prices

Biodiversity
5.6 bn
Desertification
2.7 bn

Environment
26.8 bn

Mitigation
14.7 bn

Adaptation
9.7 bn

OECD DAC Creditor Reporting System, March 2015
Information Box 2: Climate Change Rio marker definitions and eligibility criteria
Definition of climate change mitigation: An activity should be classified as climate-change mitigation related (score Principal or
Significant) if: It contributes to the objective of stabilisation of greenhouse gas (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.
Criteria for eligibility: The activity contributes to a) the mitigation of climate change by limiting anthropogenic emissions of
GHGs, including gases regulated by the Montreal Protocol; or b) the protection and/or enhancement of GHG sinks and reservoirs; or
c) the integration of climate change concerns with the recipient countries’ development objectives through institution building,
capacity development, strengthening the regulatory and policy framework, or research; or d) developing countries’ efforts to meet
their obligations under the Convention. The activity will score “principal objective” if it directly and explicitly aims to achieve one or
more of the above four criteria.
Definition of climate change adaptation: An activity should be classified as adaptation-related (score Principal or Significant) if: It
intends to 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. This encompasses a range of activities from information and knowledge
generation, to capacity development, planning and the implementation of climate change adaptation actions.
Criteria for eligibility: An activity is eligible for the climate change adaptation marker if: a) the climate change adaptation
objective is explicitly indicated in the activity documentation; and b) the activity contains specific measures targeting the definition
above. Carrying out a climate change adaptation analysis, either separately or as an integral part of agencies’ standard procedures,
facilitates this approach.

Source: OECD 2013a.
Reporting on the Rio markers is systematic and comprehensive across all 29 DAC members 75 for ODA and Rio markers
are now also being applied to non-export credit Other Official Flows (i.e. non-concessional official development
finance).
The OECD DAC is committed to further develop the Rio marker methodology and system, working closely with the
international community, in particular to improve the relevance, quality, coverage and use of the data. To achieve this,
5
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OECD DAC members reporting against Rio markers: Australia, Austria, Belgium, Canada, Czech
Republic, Denmark, EU Institutions, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Japan,
Korea, Luxembourg, Netherlands, New Zealand, Norway, Portugal, Slovenia, Slovak Republic, Spain,
Sweden, Switzerland, Poland, United Kingdom and United States. In addition, the UAE also report to
the as a participant to the DAC.

OECD DAC members established a Joint Task Team of the DAC Network on Environment and Development Cooperation (ENVIRONET) and Working Party on Development Finance Statistics (WP-STAT).
One key work area of the Task Team is on “fine tuning” the Rio marker definitions, eligibility criteria and guidance to
support the application and improve the quality of the Rio marker data. Revisions to the reporting directives are
expected in 2015/6. The OECD and its members are working in collaboration with a wide range of stakeholders
including relevant international organisations in taking this work forward, in order to support the international
community to enhance common reporting approaches. A sub-group of the Task team met on the 17 th March to discuss
proposals to refine Rio markers’ definitions and possibilities to draw from other existing methodologies developed by
the MDBs and IDFC, and from internal guidance used by members. The next discussion will be held in May (at the
plenary Task Team meeting.
2.2. OECD DAC members reporting to Rio conventions drawing on Rio marker data
The DAC, under the Joint ENVIRONET-WP-STAT Task Team, is working to improve the transparency of its members’
approaches and is exploring the evidence base to support more quantified reporting to the Rio conventions.
Originally Rio markers were designed to track the mainstreaming of climate change considerations into the
development co-operation practices and portfolios, and to help members in their preparation of National
Communications to the Rio Conventions. The Rio markers are descriptive rather than strictly quantitative, identifying
activities targeting climate change as a principal or significant objective, allowing for an approximate quantification of
financial flows.
Climate-related development finance is often broader than climate finance reported to the UNFCCC towards the 100bn
USD commitment. In reporting towards the quantified UNFCCC climate finance goals, an OECD DAC survey
identified that a large number of members draw on Rio markers to provide the basis for their reporting to the UNFCCC
on bilateral climate-related ODA but that in recognition of the limitations of the Rio marker methodology, many
members adjust these data for the purpose of reporting towards more quantified goals. As such, reporting is often based
on, but may not be directly comparable to Rio marker data.
In particular different methodologies are applied by parties to account only for a certain share of climate-related
development finance, often they apply “coefficients” to adjust and scale down the volume of finance to report to the
UNFCCC. As illustrated in Figure 7 below, the scale of adjustments differs across members – and adjustments are
particularly made to scale down the share of finance marked as targeting climate change as a significant objective.
These shares range across members from 30-100% and there is no common reporting standard and limited transparency
in these practices (Ockenden and Gaveau, 2015, forthcoming).
Reporting to the UNFCCC could be made more transparent through parties providing details on the methodological
approach they have taken–for example through notifying methodological information on the use of Rio markers and the
coefficient used for reporting on financial resources flows, for example, as required under the Convention on Biological
Diversity (CBD)86.

6

Under the revised reporting guidelines to the CBD, parties are required to provide methodological
information, including on the “methodology used to identify official resource flows: ( ) OECD DAC
‘Rio markers’; ( ), other (please specify): ( ), As applicable, coefficient used for resource flows
indirectly related to biodiversity, when calculating total numbers: ( )%” (CBD, 2014).
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Figure 7. Frequency in the use of coefficients across OECD DAC members to adjust down Climaterelated development finance data for the purposes of reporting to the UNFCCC
Share of Rio marker data reported to UNFCCC
Number of DAC Members
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≤ 50% ≤ 60%
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≤ 90%
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100%

Note: The chart illustrates that 12 members apply a 100% share to the Rio marker data scored principal and 6 do so for the score
significant.

Source: Ockenden and Gaveau, 2015, forthcoming.
2.3. Two perspectives for reporting on multilateral climate-related development finance
For reporting on multilateral flows of climate-related development finance, issues of attribution and avoidance of
double-counting across parties and bilateral and multilateral flows is crucial to ensuring a robust and accurate picture of
total public climate finance flows. Consistent methodological approaches and integrated tracking systems, such as the
DAC system, may offer solutions for reporting.
Inflows to multilaterals are counted in DAC statistics on climate-related flows as follows:
i.
ii.

iii.

contributions from donors channelled through multilateral organisations and earmarked for climate purposes are
included in bilateral figures, where they are Rio-marked (bi-multi flows).
contributions to multilateral climate funds entirely dedicated to climate and included on the List of ODA-eligible
international organisations (Annex 2 of the DAC Statistical Reporting Directives), are counted in their totality as
multilateral contributions for climate purposes: CIFs (Clean Technology Fund and Strategic Climate Fund), GEF
LDCF and SCCF, Adaptation Fund, UNFCCC7 where and Montreal Protocol.
core contributions to institutions (e.g. WB) partly active in the climate field are included in multilateral ODA but
not Rio-marked, instead, “imputed multilateral contributions” are calculated and attributed back to donors.

In DAC statistics, multilateral data can be analysed and measured from two perspectives: the provider and the recipient
perspectives (see section 1.1). Total outflows from the multilateral organisations can provide a recipient perspective,
where in collaboration with the multilateral development banks (MDBs) and other organisations (GEF, CIFs,
Adaptation Fund), climate-related development finance data is now collected and integrated into DAC statistics
reconciling bilateral and multilateral finance8 such that multilateral climate-related external development finance to
developing countries reached USD 15.2 billion in 2013 (as recorded in OECD DAC statistics) 9.

7

8

9
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An ODA coefficient applies to UNFCCC whereby donors can only report 61% of their contribution
as ODA.
From seven MDBs: the African Development Bank; the Asian Development Bank; the European
Bank for Reconstruction and Development; the European Investment Bank; the Inter-American
Development Bank; the International Finance Corporation and the World Bank – and in addition,
statistics from the Global Environment Facility, Climate Investment Funds and the Adaptation Fund.
OECD DAC Statistics (2014), update forthcoming.

“Imputed multilateral contributions” can be used to estimate provider effort taking into account un-earmarked
contributions flowing through multilateral organisations which may support climate change objectives.
This is a two-step estimation:
1) estimating the share of the activities undertaken by the multilateral organisation (multilateral outflows) that aim to
address climate change10,
2) applying this share to the provider’s ODA core contribution (multilateral core contributions), to estimate the climaterelated proportion.
Information Box 3: Formula for imputed multilateral contribution
[Country X’s multilateral ODA contribution to organisation Y]
multiplied by
[the organisation Y’s share of portfolio addressing climate]
The data for multilateral ODA contributions are derived from members’ reporting to the CRS/DAC.
Source: OECD DAC methodology www.oecd.org/dac/stats/oecdmethodologyforcalculatingimputedmultilateraloda.htm

These imputed multilateral contributions reflect an estimate of providers’ climate-related ODA “inflows” to multilateral
organisations in a given year. As such, these estimates do not add up to multilateral organisations’ outflows, nor do they
attribute the activities funded through the MDBs ordinary capital resources (including funds they raise from the
international capital market).
The DAC system of imputed multilateral contributions provides a methodology for developed parties to estimate and
report on their “climate-specific” multilateral contributions, and could be used to as a reporting methodology to add to
CTF Tables 7a. In 2013, the climate-related share of DAC members’ multilateral contributions to ODA-eligible
international organisations is estimated at USD 3.4 billion, based on core contributions to the African Development
Fund, Asian Development Fund, Inter-American Development Bank Special Fund, International Development
Association, Global Environment Facility and its climate funds, the Climate Investment Funds, the UNFCCC, the
Adaptation Fund and the Montreal Protocol.
Information Box 4: Example of imputed multilateral contribution estimate
How much of the core contribution from country X to multilateral organization Y – a multi-purpose organisation - is
climate-related?
We estimate the share of outflows targeting climate change: assume 30% of the resources reported by organization Y
(multilateral outflows) were identified as being climate-related. As a second step, we look at country’s X core ODA
contribution to organisation Y (assume USD 100 million), and multiply this contribution to the share of organisation Y’s
outflows targeting climate change (30%).
The result is country X’s imputed multilateral contribution to climate– or in other words, country X’s contribution to climate
through organisation Y’s activities.
Country X contribution to climate through organisation Y’s activities = share of organisation Y’s climate-related activities
multiplied by country X’s contribution to organisation Y = 30% x USD 100 million = USD 30 million

10

Multilateral organisations are classified as either climate-specific or multi-purpose organisations.
Core contributions to climate specific funds are counted in their totality as climate-related flows;
thus the proportion calculated in Step 1 would be 100%. On the contrary, only part of the core
contributions to multi-purpose organisations is recorded as climate-related. This is because not all the
activities by the organisation are climate-friendly.
23

Part II: Research Collaborative on Tracking Private Climate Finance
Gaps remain in the ongoing effort to track private climate flows and estimate their mobilisation by public interventions
in the context of assessing both progress towards meeting the USD 100 billion commitment, and the pace of the
transition to low-carbon, climate-resilient development more broadly. On the one hand, current data coverage on private
finance for climate change mitigation-related activities other than renewable energy (e.g. transport, water, waste,
forestry and land use) is very limited, while the data gap for adaptation is even more acute. On the other hand, methods
to estimate mobilisation have been inconsistent and need to be further developed (Caruso and Ellis, 2013).
To start addressing these issues, the OECD-led multi-stakeholder Research Collaborative on Tracking Private Climate
Finance is exploring options for the development of improved methodologies both for measuring private climate
finance flows to, between and in developing counties, and for determining those private flows mobilised by developed
countries' public interventions. Learnings from work conducted to date can help inform decisions under the UNFCCC
on an appropriate reporting scope and level (individual country versus collective) for mobilised private climate finance.
Current status
An initial review and assessment of commercial and public databases that report financial data further underlined the
considerable challenges in terms of data availability and quality on key financial transactions (Caruso and Jachnik,
2014). Despite these limitations, significant progress has been made in terms of exploring different approaches and
options towards estimating mobilised private climate finance. These range from developing methods for future bottomup data collection and reporting in the DAC statistical system (see Part I Section 1.4 of this submission) to testing the
possibility to derive top-down estimates using econometric techniques (Haščič et al., 2015). The latter analysis
illustrates that a range and combination of public finance and policy interventions can mobilise and catalyse private
climate finance, highlighting in particular the crucial importance of effective domestic policies and enabling conditions
in recipient countries. This point rarely, if ever, features in analyses and reporting of mobilisation or leverage, which
typically only capture the mobilisation effect of public finance.
Based on findings to date on approaches to estimating mobilisation and on the availability of underlying data, the
Research Collaborative developed a four-stage framework of key decision points towards estimating mobilised private
climate finance. Methodological options to address these decision points have been assessed based on four criteria:
accuracy, incentives provided, practicality and standardisation potential (Jachnik, Caruso and Srivastava, 2015).
Conclusions drawn suggest that adopting different approaches in the short versus the longer term can offer a way to
progressively work toward aligning and balancing two overarching priorities:
·
Measure and report progress towards the fulfilment of the USD 100 billion commitment in a transparent,
accurate and practical way; and
·
Assess mobilisation more broadly as a means to increase incentives for and efficiency of public interventions
to mobilise and scale-up private finance for climate activities.
Short term options for estimating and reporting mobilised private climate finance
Making partial estimates and reporting of mobilisation in the short term involves implementing options that are
practical and easier to standardise. Several principles emerge in considering such options:
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·

Provide transparency on key definitions and methods in order to build trust and facilitate comparison of
amounts of private finance reported as mobilised.

·

Use options that minimise double counting across entities/countries, in particular, where multiple public
interventions are involved in supporting the same LCR activity.

·

Consider collective reporting of mobilised private climate finance, which could complement without
necessarily replacing existing UNFCCC reporting requirements and guidance.

·

Tailor approaches by using differentiated methods for addressing decision points based on current data
availability, the size of the transaction and the type of financial instrument.

·

Conduct pilot estimates of mobilisation based on available data and existing definitions to test and gain
practical experience of different methodological options and issues.

Pilot studies should openly acknowledge shortcomings when reporting estimated amounts of mobilised private climate
finance where the selection of short term options might undermine the other two criteria (accuracy and incentives).
Longer-term recommended actions towards improved data and methods
In contrast to the short-term focus on practicality and standardisation, working on the following longer-term
improvements will allow methods and resulting estimates to, over time, perform better against the other two evaluation
criteria (accuracy, incentives) as well:
·

Converge on defining core concepts to enable greater comparability of estimates of mobilised private climate
finance and the development of more standardised methodologies for data collection and aggregation across
public entities.

·

Build data systems for more comprehensive data monitoring and reporting on private climate finance to and in
developing countries: This will in particular require increased efforts by public finance institutions to measure
private co-financing, both for the purposes of their individual reporting and to feed into international reporting
systems such as the OECD DAC.

·

Increase communication between the development and climate finance communities to foster synergies on
methods and data collection efforts, which is particularly relevant in the context of the post-2015 financing for
development agenda.

·

Design the architecture of a system for reporting private climate finance to the UNFCCC based on future
discussions to decide on the scale and level of standardisation needed.

·

Increase the depth of information reported: If decision-makers desire increased granularity (and thereby more
transparency) in reporting than at present, additional resources will be needed to improve or create national and
international tracking systems.

·

Increase the breadth of both developed and developing country public interventions considered when
estimating mobilisation of long-term climate finance keeping in mind the value of estimating mobilisation
more broadly to help better understand the drivers of private finance, and thereby more effectively shift
investments at scale to LCR activities.

Research Collaborative next steps in 2015
The Research Collaborative and collaborating organisations are continuing work to further develop and test estimation
methods in the context of pilot measurements of mobilised private climate finance. These pilots are being undertaken by
the OECD at the level of sectors (renewable energy) and specific public finance instruments (see Part I Section 1.4 of
this submission), as well as by public development finance institutions (multilateral, bilateral) and a number of
countries. The Research Collaborative intends to weave together findings across these initiatives to promote synergies,
methodological convergence and transparency.
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Annex 1: OECD points of contact and relevant meetings in 2015
OECD Points of Contact & Home Pages
The OECD is happy to provide information on progress in these and its other climate policy-related activities. We have
indicated contacts on each work area below to facilitate future communication.
DAC statistics and climate-related development finance
Stephanie Ockenden (stephanie.ockenden@oecd.org)
Valérie Gaveau (valerie.gaveau@oecd.org)
www.oecd.org/dac/stats/rioconventions.htm
Research collaborative on tracking private climate finance
Raphaël Jachnik (raphael.jachnik@oecd.org)
www.oecd.org/env/researchcollaborative
Relevant OECD meetings in 2015
16 March:
17 March:
17-18 March:
May/Jun (tbc):
11 May:

Research Collaborative on Tracking Private Climate Finance workshop
Joint ENVIRONET and WP-STAT Task Team Small Working Group meeting
Climate Change Expert Group (CCXG) Global Forum
WP-STAT meeting
Joint ENVIRONET and WP-STAT Workshop on recipient perspectives for tracking climate
finance
12 May:
Joint ENVIRONET and WP-STAT Task Team Expert Meeting
7-8 Sept.:
Climate Change Expert Group (CCXG) Global Forum
9 Sept.:
Research Collaborative on Tracking Private Climate Finance workshop
Sept/October (tbc): Joint ENVIRONET and WP-STAT Task Team Expert Meeting
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Annex 2: Background on the treatment of concessional loans in ODA
Agreement at the DAC High Level Meeting in December 2014
www.oecd.org/dac/stats/documentupload/ODA%20Before%20and%20After.pdf
WHY MODERNISE ODA? While most ODA continues to be provided as grants, concessional loans provided to
developing countries by bilateral and multilateral donors are an important and enduring feature of the development
finance landscape. They will continue to play a key role in mobilising resources in support of the post-2015 SDGs,
including in “blended finance” packages. The “concessional in character” criterion – which determined the extent to
which loans can be scored as ODA – was open to interpretation and resulted in inconsistent reporting across DAC
members. All stakeholders agreed that clarification was needed.
A FAIRER PICTURE OF PROVIDER EFFORT Important improvements have been made to the system. Whereas
in the past both grants and loans were included in ODA in their full face value, now only grants and the ‘grant portion’
of ODA loans are counted in ODA. This provides for a more realistic comparison of loans and grants and encourages
the use of grants and highly concessional loans. The calculation of the grant portion is based on the recognition that
lending to poorer countries involves greater provider effort and recipient benefit than lending to richer countries. The
discount rate used in the calculation is differentiated by developing country groups – a loan to a Least Developed
Country or other Low Income Country will score more ODA than a loan at the same conditions extended to a Middle
Income Country.
MORE AND BETTER CONCESSIONAL RESOURCES TO COUNTRIES MOST IN NEED Furthermore,
higher concessionality thresholds have been introduced to fix softer terms and conditions to countries most in need. In
the past, the threshold for ODA eligibility was set at a grant element of 25%. Under the new system, loans to LDCs and
other LICs must reach a grant element of at least 45% to be reportable as ODA, while LMICs will require a 15%
minimum grant element and UMICs a 10% minimum grant element. Particular emphasis is placed on debt sustainability
– to be reportable as ODA loans will have to be consistent with the IMF Debt Limits Policy and the World Bank’s NonConcessional Borrowing Policy.
TIMING The grant equivalent system will be introduced starting with 2015 flows. During a three-year transition period,
both the new and current system will be run in parallel. The new system will become the norm in 2018.
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Relevant OECD publications
Caruso, R. and J. Ellis (2013), "Comparing Definitions and Methods to Estimate Mobilised Climate Finance",
OECD/IEA Climate Change Expert Group Papers, No. 2013/02, OECD Publishing, Paris. DOI:
http://dx.doi.org/10.1787/5k44wj0s6fq2-en
Caruso, R. and R. Jachnik (2014), "Exploring Potential Data Sources for Estimating Private Climate Finance", OECD
Environment Working Papers, No. 69, OECD Publishing, Paris. DOI: http://dx.doi.org/10.1787/5jz15qwz4hs1-en
CBD (2014), “Decision adopted by the Conference of the Parities to the Convention on Biological Diversity, XII/3.
Resource mobilization” www.cbd.int/doc/decisions/cop-12/cop-12-dec-03-en.pdf
Haščič, I., et al. (2015), "Public Interventions and Private Climate Finance Flows: Empirical Evidence from Renewable
Energy Financing", OECD Environment Working Papers, No. 80, OECD Publishing, Paris. DOI:
http://dx.doi.org/10.1787/5js6b1r9lfd4-en
Jachnik, R., R. Caruso and A. Srivastava (2015), “Estimating Mobilised Private Climate Finance: Methodological
Approaches, Options and Trade-offs, OECD Environment Working Papers, No. 83, OECD Publishing, Paris. DOI:
http://dx.doi.org/10.1787/5js4x001rqf8-en
Mirabile, M., J. Benn and C. Sangaré (2013), "Guarantees for Development", OECD Development Co-operation
Working Papers, No. 11, OECD Publishing, Paris. DOI: http://dx.doi.org/10.1787/5k407lx5b8f8-en
Ockenden, S., and V. Gaveau (2015, forthcoming), “A stock-take of OECD DAC members’ reporting practices on
climate and environment-related official development finance, including reporting to the Rio Conventions”.
OECD DAC Statistics (2015a), implementation of the modernised taxonomy of financial instruments and
The data collection on amounts mobilised - Revision of the Statistical Reporting Directives. DCD/DAC/STAT(2015)7
OECD DAC Statistics (2015)b, Methodologies to measure amounts mobilised from the private sector by official
development finance interventions. DCD/DAC/STAT(2015)8
OECD DAC Statistics (2014), “Climate-related development finance in 2013: Improving the statistical picture”.
www.oecd.org/dac/environment-development/Climate-related%20development%20finance%20FINAL.pdf
OECD (2014), “Financing climate change action: Policy Perspectives ”, OECD.
www.scribd.com/doc/239900170/Financing-Climate-Change-2014-Policy-Perspectives
OECD (2014), “Technical note on the treatment of “green” multilateral flows in DAC statistics”.
www.oecd.org/dac/stats/documentupload/Technical%20note%20on%20the%20treatment%20of%20green%20multilate
ral%20flows%20in%20DAC%20statistics.pdf
OECD DAC (2013a), “Converged Statistical Reporting Directives for the Creditor Reporting System (CRS) and the
Annual DAC Questionnaire”, OECD.
www.oecd.org/dac/stats/documentupload/DCD-DAC(2013)15-FINAL-ENG.pdf
OECD DAC (2013b), “Converged Statistical Reporting Directives for the Creditor Reporting System (CRS) and the
Annual DAC Questionnaire – Addendum 1”, OECD.
www.oecd.org/dac/stats/documentupload/DCD-DAC(2013)15-ADD1-FINAL-ENG.pdf
OECD DAC (2013c), “Converged Statistical Reporting Directives for the Creditor Reporting System (CRS) and the
Annual DAC Questionnaire – Addendum 2”, OECD.
www.oecd.org/dac/stats/documentupload/DCD-DAC(2013)15-ADD2-FINAL-ENG.pdf
OECD Development Co-operation Directorate (2011), “Handbook on the OECD-DAC Climate Markers”, OECD.
www.oecd.org/dac/stats/48785310.pdf
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Paper no. 5: United Nations Development Programme
Views on the methodologies for the reporting of financial information,
Submission to Standing Committee on Finance
Submission by UNDP
Draft by Joanne Manda, Kit Nicholson, Kevork Baboyan and Hanh Le

Key Messages
1.

MRV of support needs to go beyond tracking of climate finance flows but also assess how international climate
finance contributes to strengthening country-led climate response. It should encompass both domestic and
international finances and support recipient countries in verifying receipts of international financial flows.
CPEIRs are a valuable tool to support MRV more generally in relation to providing recipient country
perspectives on financial flows as well as adaptation and mitigation actions.

2.

There is no agreed definition of climate finance. The Biennial Assessment Report proposes a definition that is
broad, functional and flexible to allow for country context. The CPEIR methodology provides a common
framework for defining climate finance whilst allowing for contextual flexibility.

3.

CPEIR has methodological options/experiences that many be useful for the COP going forward.

Background
1.

At COP17, Parties requested the Standing Committee on Finance (SCF) to assist the Conference of the Parties in
exercising its functions with respect to the financial mechanism of the Convention in terms of improving
coherence and coordination in the delivery of climate change financing, rationalization of the financial
mechanism, mobilization of financial resources, and measurement, reporting and verification of the support
provided to developing country Parties1.

2.

At COP19, Parties invited the SCF to increase its work on MRV of support beyond the biennial assessment and
overview of climate finance flows (BA)2. The BA was tabled at COP 20 along with clear recommendation for
further work including:

3.



Invitation to relevant bodies of the Convention to develop common reporting methods for needs and climate
change finance received in time for the next cycle of Biennial Update Reports (BURs), with consideration of
developing countries experiences;



Invitation to relevant international institutions, organizations, and experts from both developed and
developing countries to explore options to strengthen tracking and reporting of domestic climate change
finance from public and private sources in developed and developing countries, building on international
experience and emerging practices.

At COP20, in relation to the work on methodologies for reporting of financial information by Annex I countries,
the COP invited Parties and observer organizations to submit views on the methodologies for the reporting of
financial information 3 ..The submissions will be summarized in a technical paper to be developed by the
Secretariat to inform an in-session technical workshop jointly organized under the auspices of the SCF, the

1
2
3

Decision 2/CP.17, paragraph 121.
Decision 7/CP. 19, paragraph 9.
Decision 11/CP.20, paragraph 2.
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Subsidiary Body for Scientific and Technical Advice (SBSTA), and the Subsidiary Body for Implementation
(SBI).
4.

Over the past 5 years, UNDP has been working with developing countries to conduct Climate Public Expenditure
Reviews4 (CPEIRs) which review, quantify and analyse national climate finance including from domestic and
international sources with integrating climate change into the national budget process. As such, the CPEIRs
provide the tools and methodologies in tracking the delivery of climate change finance at the national levels as
well as provide insights into key factors towards successful MRV of climate change finance from the recipient
countries’ perspective.

5.

Given the relevance of the CPEIR experience to the issue of MRV of climate change finance and support from
Annex I Parties, UNDP makes this submission, in response to the above-mentioned call for submissions of views
on the methodologies for the reporting of financial information by Parties at COP20 (Decision 11/CP.20,
paragraph 2). It aims to share country experiences from CPEIRs on the issue of tracking climate change finance.

Balancing national and international perspectives on MRV of support
6.

An effective framework for MRV of support needs to generate a comprehensive view of both domestic and
international efforts towards climate change resilient development. The wide range of sources and delivery
channels of climate change finance poses a challenge in monitoring and tracking from both perspectives of
disbursing and recipient countries. The COP guidelines outline that the source and character of funds should
allow for traceability on the part of non-Annex I parties in order for them to be able to certify the funds received
and report on the effective use of those funds. Evidence from Biennial Update Reports indicates that there is still
a lot to be done to allow for comprehensive certification of funds received in current reporting. As already
indicated in the BA report, MRV of support should encompass both domestic and international climate change
finance. Non-Annex 1 countries require further support to roll out CPEIR analysis globally in order to build up a
credible body of work and more comprehensive datasets for both domestic finance and recipient led certification
of international climate finance flows. Future iterations of the BA could then include more comprehensive
coverage of both domestic and international finance as a complete picture of global climate finance flows.

7.

Channels for delivery of international climate change finance are often off budget and difficult for recipient
countries to trace. The challenge remains in how to ensure coherence between the amount reported to be
mobilized from disbursing countries and the corresponding budgets allocated within recipient countries. Current
reports in Annex 1 country Biennial Reports (e.g. Table 7: Provision of public financial support) does little to
help track and quantify funds received. The CPEIR provides recipient countries with the tool to track and
measure receipts of climate change finance flows in the context of overall national planning and budgeting
processes. UNDP has developed a CPEIR database5 which captures climate change expenditures from a national
perspective. While data is currently not easily comparable (due to the various definitions of what constitutes
climate change finance) it might provide a useful platform for future MRV reporting. The main challenge is to
ensure that disbursing and recipient countries have common approaches and methodologies to track financial
flows. This submission outlines below some of the approaches utilised within the CPEIR which can be used to
strengthen classification and reporting of Annex 1 countries.

Definition of Climate Change Finance
8.

A key challenge in measuring climate change finance is that there is a wide range of sources of and channels for
the delivery of climate change finance and there is currently no internationally agreed definition of climate
change finance. Climate change finance comes from public and private sources, including international dedicated
climate funds, climate-relevant ODA contributions, national budgets, private sector etc. Each of these sources
uses its own definition of climate change finance and its own systems and methodologies for reporting it.

4

5
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More information on CPEIRs is available on our website at
http://climatefinance-developmenteffectiveness.org/.
Link: http://climatefinance-developmenteffectiveness.org/CPEIR-Database.

9.

The initial review of the climate change finance definitions identified in BA report points to a convergence that
can be framed as: “Climate finance aims at reducing emissions, and enhancing sinks of greenhouse gases and
aims at reducing vulnerability of, and maintaining and increasing the resilience of, human and ecological systems
to negative climate change impacts.” Whilst this makes it clear that the definition is determined by the aim (or
objective) of the finance, the practical application of this has proved difficult and liable to over-estimation. The
COP through the work of the SCF should continue to work towards a common, functional definition of climate
finance which incorporates views from non-Annex 1 countries. The CPEIRs methodology offers an emerging
framework for classification of climate change finance which provides core elements relevant to defining climate
change finance whilst allowing flexibility for country context.

Methodologies for measuring climate change finance – Classification and Weighting Climate Relevance
10.

Experience with Climate Public Expenditure and Institutional Reviews (CPEIRs) and with Climate Change
Financing Frameworks (CCFFs) suggests that robust measurement of climate finance is a major challenge,
especially for adaptation. As outlined above, it is a challenge to define climate change finance in an objective
manner that is practical and easy to understand. A method is needed to define the extent of the ‘CC relevance’
(i.e. the CC%)of all actions, to focus on the most important actions and so avoid duplicating conventional
development programming. The CPEIRs undertaken in various countries 6 since 2012 define CC finance based on
assessing the level of climate change relevance of a particular expenditure using two approaches, namely:
i) CPEIR Climate Change Relevance Index and ii) CPEIR Benefits Approach.

Approach 1 - CPEIR Climate Change Relevance Index
11.

This approach builds on the Rio Markers Methodology developed by the OECD which utilises the declared
objectives of the programmes and expenditures to determine the climate change relevance of the expenditure on a
scale of 0 – 100%. All activities are grouped into the five categories listed in the table below, with the
corresponding weightings then applied to the programme/policy expenditures in order to quantify the climate
change-relevant expenditures.
The structure of the climate change relevance index is summarized in table 1 which is based on the structure
used for the Thailand 2012 CPEIR.
Table 1. CPEIR Climate Change Relevance Index
High
Mid
Low
Marginal
No

>75%
50%-74%
25% - 49%
<25%
0%

CC is the explicit primary objective
Include a mix of activities, only some of which are CC relevant
CC is a secondary objective, or with only one CC activity amongst several
CC is a very minor objective, often only implicit
Unaffected by CC

Source: Thailand CPEIR, 2012.
Actual examples of what is considered climate change finance in CPEIRs based on national planning and
budgeting documentation, literature review, expert opinion and national stakeholders consultations can be found
in table 2 below.

6

CPEIRs have been conducted in Bangladesh, Cambodia, Fiji, Indonesia, Morocco, Nauru, Nepal,
Philippines, Samoa, Tanzania, Thailand, Uganda and Vietnam.
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Table 2. Public Expenditures Classification According to the Climate Change Relevance Index
High
relevance

Rationale

Weighting
more than
75%

Examples

Medium
relevance

Rationale

Weighting
between
50% to 74%

Examples

Low
relevance

Rationale

Weighting
between
25% - 49%

Examples

Marginal
relevance

Rationale

Weighting
less than
25%

Examples

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, beyod 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


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

Source: Thailand CPEIR, 2012.
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12.

The strength of the Climate Change Relevance Index approach is its simplicity, and how it adjusts to the
country’s context. It provides useful rough estimates of climate relevance based on expert opinion and agreed by
national stakeholders.

13.

Another advantage of the Climate Change Relevance Index is that it simple to explain and communicate to
stakeholders with limited technical expertise due to capacity constraints when engaging them in national
consultations. It also requires less data and resources than the alternative approach that will be presented later.

14.

However, the approach presents some weaknesses including a certain level of subjectivity which might lead to
weights that are biased upward undermining, therefore, the credibility of the climate weighting exercise.

15.

Finally, it is important to remember once again that the climate relevance index tries to capture the significance
of CC as an objective of the expenditures it is analyzing. It does not, for example, take into account the outcomes
of expenditure nor does it distinguish more subtle but important nuances between the relevance of the
expenditures to current climate variability versus their relevance with respect to long term change in climate
trends. For example, a cyclone shelter will become increasingly climate change relevant as the impact of
climate change grows in the coming years and disasters become more likely. However, cyclone shelters are also
relevant to disaster events due to current climate variability. By assigning a high relevance weight (often 100
percent) to cyclone shelters and other disaster risk infrastructure, the climate relevant index does not distinguish
between relevance for current climate variability and relevance for change in the climate happening in the long
term. Assigning a 100 percent CC relevance weight to a cyclone shelter implies that it has only relevance for
future disaster events happening as a result of future climate change impact but is not relevant for actual disaster
events due to current climate variability.

Approach 2 - CPEIR Benefits Approach
16.

This methodology defines climate change relevance by how sensitive a programme is to climate change, linking
intrinsically to the expected benefit of the action to the impact of climate change. It reconciles the climate impact
analysis and the climate relevance analysis by analysing the benefits when climate change impacts materialise
compared to the situation without climate change. This is done by estimating the benefits of an action both with
and without CC and comparing these benefits, as follows
CC% =
where A =
B=

(B – A) / B
the benefits that would be generated by the action, if there was no CC
the benefits that would be generated with CC

17.

The benefits from an action are those conventionally recognised in national planning and include: economic
benefits (e.g. incomes, assets etc.), social benefits (e.g. education, health, welfare, gender …) and environmental
benefits (e.g. biodiversity, reduced pollution etc.). For major investments, the benefits may be estimated as part
of an economic analysis (e.g. rates of return for irrigation, roads, new crop varieties, energy investments etc.).
For other actions, they may be defined as outcomes in logical frameworks, with associated indicators
(e.g. people protected from floods, hectares of forest planted, number of households).

18.

Figure 1 visualises the analysis of benefits in situations “with” and “without” climate change impacts. The
transparent and green areas represent the benefits of investing 7 public resources.

7

Investing public resources can be done in any type of programme or tax incentives and subsidies, it is
not tied to capital expenditures.
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Figure 1: The Benefit Approach-An Illustration

19.

Three countries (Cambodia, Thailand and Indonesia) have undertaken this methodology. In all of these countries,
the analysis has used national evidence, wherever possible, supplemented by international studies. For all the
countries, the benefits analysis supported public finance reform initiatives that aim to improve the evidence base
of policy formulation and introduce results based management.

20.

This methodology provides a rational approach to objectively estimate climate change relevance. This requires an
explicit definition not only of the climate change objectives, but also of the other objectives (i.e. economic, social
and environmental objectives). It helps avoid “green washing” programmes whose objectives are climate related
without delivering climate benefits. This approach can be done in both quantitative and qualitative ways.

A - Quantitative Method to Assess CC Relevance or the “Benefit Cost Ratio” Approach
21.

Where possible, the benefits with and without CC can be estimated quantitatively. In that sense, it is capable of
identifying the “additional” climate change component of a programme on more objective grounds (compared to
subjective judgements made by public finance management experts and climate finance specialists in the CPEIR
Climate Change Relevance Index method). The indicator of benefit used in the CCFFs was the Benefit Cost
Ratio, which allows benefits associated with reduced costs to be included, without making special provision. 8 For
example, the Ministry of Agriculture in Thailand refined the CC% relevance weight initially calculated in the
2012 CPEIR based on the Benefits Cost Ratio approach for five strategic agriculture investments that present
climate change co-benefits.

8
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However, if it is difficult to measure the value of benefits, it may be more appropriate to use
indicators for physical benefits.

Table 3. CC% Relevance for Selected Spending by the Thailand’s Ministry of Agriculture and
Cooperatives as per the BCR Approach
2014
Budget
(THB m)

BCR

%CC Relevance

without
CC

with
CC

(BCRcc BCRwcc)/BCRcc

Irrigation (if proofed)

40,095

2.8

3.2

10%

Integrated Pest Management

5,435

4.8

6.2

22%

Fisheries – Shrimps

3,653

1.7

2.2

21%

Livestock - Pig Slurry

5,331

1.5

2.0

23%

Land Development - Vetiver

5,193

2.2

2.7

20%

Total

59,707

2.8

3.2

Source: Strengthening Thailand’s Capacity to Link Climate Policy and Public Finance, 2014.
22.

Now if we compare how the two approaches defined climate change finance (let us take the example of irrigation
for Thailand) we find out that each one provide a different insight:


The climate change relevant index assessed the relative importance of climate change as a policy objective
of investing in irrigation and find out that adaptation to climate change was an objective of investments in
irrigation granting the irrigation expenditures in the budget 50-75 percent score on a total scale of 100
percent (please refer to table 2).
The %CC relevance BCR approach finds out that investing in irrigation will bring additional climate
change co-benefits of 10 percent (out of the total benefits brought by irrigation spending) over the lifetime
of the project 9 as climate change impact increases causing additional droughts during the wet season
(please refer to table 3).



B - Qualitative Benefits Analysis to Assess CC Relevance
23.

A BCR approach might not be always feasible. Limited availability and reliability of data, the complexity of the
analysis and national capacity might constrain a rigorous BCR analysis. This second method entails a more
qualitative estimation of the relative importance of the climate benefits (compared with economic, social and
environmental benefits) of each action and using that to determine climate change relevance. This approach is
more accessible for most stakeholders, allows for participatory determination of climate change relevance and
helps encourage experts from central and line ministries and other stakeholders consulted to think about how CC
impacts on policy performance (please see table 4).

9

The lifetime of the spending is assumed to span the 2014–2050 period.
35

Table 4. Guide for Subjective Estimation of Benefits Used in the Indonesia Green Planning and Budgeting 10

24.

BCR

Interpretation

1.5 – 2.0

Strongly positive benefit, easily enough, on its own, to justify the (public/private) cost

1.2 – 1.7

Positive benefit, just enough, on its own, to justify the cost

0.7 – 1.3

Benefit about equal cost, needing some other modest benefit to justify the cost

0.3 – 0.8

Secondary benefit, important but needing substantial other benefits to justify cost

0.1 – 0.4

Minor benefit, worth noting, but not likely to be a major factor in justifying the costs

Guidance on how to score relative benefits to stakeholders involved in climate change weighting is required in
order to avoid the overestimation of climate change benefits, compared with economic, social and environmental
co-benefits. Therefore, qualitative assessment of benefits through expert opinion should be complemented by
drawing on other sources and principles which are presented here as a matter of example:




25.

International case studies of policy appraisal could be used for evidence,
The IPCC ‘SREX Rule’ which assumes that benefits from avoiding or reducing the impact of climate
change will become twice as valuable by 2050 as that the return period of extreme events will be divided by
2 at horizon 2050 and this change is linear,
The value of the CO2 content in fuel or electricity, compared with the economic value of fuel or electricity
using the social cost of carbon

The use of such guidelines help mitigate the overestimation that could happen when the weighting is based
entirely on objectives like in the climate change relevance index. They also encourage stakeholders to think about
how CC impacts policy performance. Unlike, the BCR approach however, they do not completely eliminate the
risks related to the inflation of weights. Table 5 below provides a presentation of % CC relevance yardsticks that
could be used in a qualitative benefit analysis for each type of climate change expenditures that have been
identified by the comprehensive climate change typology developed for the 2015 Vietnam CPEIR.

10
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The executive summary of the Green Planning and Budgeting which assesses among other things the
CC adaptation and CC mitigation benefits of Indonesia’s green strategy priorities can be found at the
following address: http://www.kemenkeu.go.id/sites/default/files/gpb-strategy.pdf

Table 5. Comprehensive Framework for Classification of Expenditures Incorporating CC relevance Yardsticks for Use
in Qualitative Benefits Assessment
Standard Type of Activity

Policy and Governance

Adaptation
Planning
Mitigation
Planning

Sector Plans

Instruments

Scientific, Technical and
Societal Capacity

International

Science &
Technology

Awareness
Community
capacity

Climate Change Delivery

Natural
resources

Resilient society

Enterprise and
production

CC%

Comments

PG1.1

CC adaptation guidelines and technical regulations

100%

PG1.2

Policy/planning for CC response at all levels

100%

PG1.3

Manage/monitor implementation of adaptation policies

PG2.1

Policy, tax and incentive structure for mitigation

5-10%

Type B

PG2.2

Sectoral mitigation plans and coordination

5-10%

Type B

PG2.3

Manage/monitor implementation of mitigation policies

5-10%

Type B

PG3.1

Action and Sector Plans

100%

PG3.2

Impact assessments

100%

PG3.3

CC Capacity building

100%

PG4.1

Mitigation instruments

Depends on sector

PG4.2

Adaptation instruments

Depends on sector

PG4.3

Mitigation and Adaptation Instruments

PG5.1

International cooperation

100%

PG5.2

Coordinating foreign and domestic investment

100%

ST1.1

Information and database development

ST1.2

Hydrometeorology, early warning & CC projection

ST1.3

Biological & genetic resource strengthening

ST1.4

Survey and assessment on CC impacts

ST1.5

Technology for energy efficiency & low GHG emission

ST2.1

CC awareness in education

ST2.2

CC awareness for post school aged learners

ST3.1

Livelihoods for communities in the context of CC

10-33%

ST3.2

Capacity across whole community in CC response

100%

CD1.1

Coastal protection and coastal dykes

100%

CD1.2

Saline intrusion

50-75%

Depends on location

CD1.3

Irrigation

10-33%

Type C

CD1.4

River dyke and embankments

33%

Type A

CD1.5

Water quality and supply

10-33%

Type C

CD1.6

Rural development and food security

10-33%

Type D

CD1.7

Forest development

10-45%

Type E

CD1.8

Fisheries & aquaculture

?

Depends on ecosystem

CD1.9

Biodiversity & conservation

?

Limited research

CD2.1

Public health & social service for CC sensitive disease

10%

WHO impact studies

CD2.2

Residential and city area resilience

33%

Type A

CD2.3

Transport

CD2.4

Waste management and treatment

13%

Cambodia research

CD2.5

Disaster specific infrastructure

33%

Type A (if CC disasters)

CD2.6

Strengthening disaster risk reduction

33%

Type A (if CC disasters)

CD3.1

Energy generation

5-10%

Type F

CD3.2

Energy efficiency

5-10%

Type F

CD3.3

Infrastructure and construction

CD3.4

Industry & trade (energy efficiency/renewables only)

5-10%

CD3.5

Tourism (energy efficiency/renewables only)

5-10%

100%

Depends on sector

33%

Type A

100%
100%
5-10%

Type B

100%
100%

1-5%

1-5%

Type D

Depends on flood risk

Depends on flood risk

Type A: Benefits wholly associated with climate variability, assumed to double by 2050, increasing in a straight line stating from now.
Type B: Mitigation, in which the value of reduced GHG emissions is 5-10% of the value of energy generated/saved
Type C: Some benefits affected by climate variability, some not. If all benefits are related to CC, CC% = 33%; otherwise lower.
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Type D: Livelihood benefits for CC vulnerable households are 2x value of non-vulnerable. CC% = 33% if fully targeted
Type E: Depends on value of timber, agricultural income, value of CO2 emissions and non-economic forest benefits.
Type F: Value of reduced GHG emissions relative to economic value of reduced energy use/generation.

Principles and Rational for utilising the CPEIR approach
26.

Lessons from the CPEIRs highlight some principles and rationale for utilising the methodology outlined above in
order to respond to the challenge of robust measurement of climate finance flows.
(a)

Focusing on the outcomes - Understanding the way in which CC affects the benefits from public policy is
central to developing a realistic, clear and objective methodology for defining the CC relevance (CC%) of
expenditure. In particular, estimation of benefits provides the best option for assessing and reporting on
adaptation finance. The proportion of finance that is associated with CC (the CC%) should be determined by
the extent to which CC affects the achievement of overall objectives (i.e. the benefits delivered). Adaptation
actions typically contain an element of expenditure that is devoted to routine sustainable development (i.e.
economy, society or environment) and an element that responds to CC. Therefore, an evidence based
approach to defining the climate relevant component is crucial.

(b)

Understanding long term Climate Change trends vs present Climate variability – CC finance is concerned
with the response to the long-term change in climate, not to programmes that address current weather
conditions. Because climate change happens slowly, the actions with highest climate change relevance will
be those that safeguard future benefits (i.e. investment in infrastructure, institutions and long term research).
Actions that aim to deliver benefits in the short term will normally have very low CC%. Actions that alleviate
poverty will be primarily motivated by sustainable development objectives and can only be classified as CC
finance to the extent that they target the resilience of households to the changes in shocks that will occur
because of CC (and not to resilience to current climate change shocks).

(c)

Moving from Tracking and Reporting to Improved Climate Change Action - The estimation of climate
change relevance should become an integral part of government planning. It should be used to demonstrate
the extent to which current and projected CC finance will reduce the impact of CC. An inclusive and robust
assessment of climate change relevance can ensure that current and future climate change actions are
described in a way that encourages clear and explicit revision of the action, either by rescaling 11 or
modification12, to respond to CC. The tendency to overstate CC% to access new sources of climate change
finance can be better managed because the focus will be on long term outcomes and how actions should be
supported through a combination of international and domestic investments through the routine national
budget.

(d)

Inclusive, Nationally owned Processes - The estimation of climate change relevance should be quantified
through some form of structured participatory process. The importance of this nationally owned process is in
empowering national stakeholders to better manage, coordinate and supervise various climate change finance
flows. Where structured participatory scoring is used, clear principles can be defined and a reference table of
default values provided to minimise the tendency to overstate climate change relevance and strengthen
governance of climate finance.

11

12
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Some actions may not need to be changed as a result of climate change, but there may be an argument
for re-scaling actions them to reflect the fact that they become more valuable to beneficiaries with
increasing CC impact. For example, cooperative management of farm water will become more
important to farmers as rainfall become more variable.
The design of some actions may need to be changed to take CC into account. This would mean
introducing new features to existing actions, designed to ensure that actions respond to CC. For
example, rural roads need to be built to new standards to resist more frequent and severe floods.

(e)

Institutional implications of Measuring Reporting and Verification (MRV) of support - It is
important that the methodology for MRV of support would provide the relevant institutions
with practical tools for tracking and monitoring all climate change finance flows. Experience
from CPEIRs indicates that institutional frameworks in many countries are weak in
coordinating and reflecting international climate finance within the national planning and
budgeting process. National mechanisms for delivery of climate change finance need further
strengthening and coherence. Therefore, MRV of support should take into account of the
technologies and the institutional capacity required for robust measurement and tracking of
climate finance flows.
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Paper no. 6: World Bank on behalf of the Asian Development Bank, the African Development Bank,
the European Bank for Reconstruction and Development, the European Investment Bank,
the Inter-American Development Bank, and the International Finance Corporation and
the World Bank from the World Bank Group
+++++++++++++++++++++++
Dear Sir/Madam,
Since 2011, a group of Multilateral Development Banks (MDBs - the Asian Development Bank (ADB), the African
Development Bank (AfDB), the European Bank for Reconstruction and Development (EBRD), the European
Investment Bank (EIB), the Inter-American Development Bank (IDB) and the International Financial Corporation (IFC)
and World Bank (WB) from the World Bank Group (WBG)) work towards better climate finance tracking, by having
developed and adopted climate mitigation and adaption finance tracking methodologies and annually reporting under
the Joint Report on MDB Climate Finance.
The joint MDB approach for adaptation finance tracking uses a context- and location-specific, conservative and
granular approach. The approach is process-based and drills down into the sub-project or project element level as
appropriate. The reporting of adaptation finance is limited solely to those project activities that are designed to address
climate risk, in an attempt to distinct projects contributing to climate change adaptation and a standard “good
development” project.
Regarding mitigation finance tracking, it is based on the mitigation activity typology agreed among all MDBs, also
following a granular approach as in adaptation finance. Mitigation activities include investment components related to
renewable energy, energy efficiency and cleaner fuels, plus mitigation activities in transport, agriculture, forestry and
land-use, waste and wastewater, plus non-energy GHG reductions and other cross sector activities.
The total climate finance provided by MDBs annually and the methodology adopted for climate finance tracking are
described in more detail in our Joint Reports, most recently the Joint Report on MDB Climate Finance 2013 1 published
in September 2014. The report has two main sections. The first section contains total MDB climate finance figures as
well as the detailed data, broken down by adaptation and mitigation and by sector and geographic region. Section 2
explains the MDB joint approach definitions, geographical coverage, sectoral breakdown. It also provides guidance on
the adaptation and mitigation finance tracking approaches and case studies to illustrate these. The group of MDBs
intends to publish its annual 2014 Joint Report by June 2015.
The joint approach serves as a tool for MDBs to consistently measure climate change finance in a transparent and
harmonized manner. The MDB working groups on climate finance tracking meet regularly to discuss projects/case
studies and improvements to the methodology. This year, as in each, we are carrying out reviews of financing in
challenging sectors.
MDBs also discuss commonalities and differences among climate finance tracking approaches with other non-MDB
agencies and/or groups with the aim of better understanding, potential harmonization, and comparability of figures.
Significant efforts have been made by the MDBs and the International Development Finance Club (IDFC), over the past
year, to bring their mitigation tracking methodologies closer together. This year, both groups have intensified the work
on the climate mitigation methodology and are finalizing discussions which may result in a common guidance for
tracking climate mitigation. The groups also agreed to set a time-line for working on the climate adaptation tracking
methodologies, where different approaches exist. In this context, discussion with other organizations such as UNFCCC,
OECD, CPI and others will be highly useful.

1
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<http://www.eib.org/attachments/documents/joint_report_on_mdb_climate_finance_2013.pdf>

Plans for 2015
Mitigation tracking
 31st march 2015: MDBs and IDFC intend to announce Common Principles for Mitigation Finance tracking
 MDBs Mitigation working group continues its work stream with a proposed Meeting May/June 2015
– the group plans to invite other stakeholder such as IDFC UNFCCC CPI OECD GCF and stakeholders to
follow-up on technical issues of tracking in already identified mitigation areas such as: EE in new buildings,
urban development, transport, CHP and other topics. These discussions should also cover Topics of common
interest already identified with IDFC. The aim would be to improve the MDB/IDFC Common principles on
Mitigation finance tracking and also MDBs' own mitigation hierarchy by July 2015 and to support both GCF
and UNFCCC SCF climate finance discussions
Adaptation tracking
 Following the informal exchanges in Lima, MDBs aim to bring together again MDBs IDFC OECD CPI UNFCCC
GCF and others to examine the different approaches to tracking adaptation and climate resilience finance, with a
view to increased transparency, and understanding the purposes of the different reporting types and needs of users
of the reporting. Ultimately aiming to reach consensus on which type of reporting is best suited to different
purposes.
 MDBs Adaptation working group continues its work stream on assessing portfolio resilience in addition to
Adaptation finance. Looking at different approaches, assessing appropriate measures and indicators - aiming to
share with external stakeholder its finding by end of year, and to inform and support both GCF and UNFCCC SCF
discussions on finance and finance reporting.
General Climate Finance
 MDBs contribute to OECD review of Rio Markers May 2015.
 MDBs support next steps from UNFCCC Biennial Assessment and work streams of SCF throughout 2015 as
needed.
 MDBs publish their Joint Report 2014 before SDG conference in Addis Ababa July 2015.
 MDBs produce report on climate finance leverage of private finance - definitions and approaches for tracking
 MDBs support presidency of COP 21 in lead up to Paris as required.

41

