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Joint MDB Approach

Esmyra Javier
27 June 2017

The views expressed in this presentation are the views of the author/s and do not necessarily reflect the views or policies of the Asian Development Bank,
or its Board of Governors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this presentation and accepts
no responsibility for any consequence of their use. The countries listed in this presentation do not imply any view on ADB's part as to sovereignty or

independent status or necessarily conform to ADB's terminology.




Why track or count climate finance?

= To address this finance gap, developed countries
committed under the Copenhagen
Accord (December 2009) and the Cancun
Agreements (December 2010) to provide new and

additional resources for climate action in developing
countries. LOP1S

= For the period of 2010-12 this reached
approximately US$ 30 billion (Fast-Start-Finance).

= By 2020, developed countries have committed to
mobilize US$ 100 billion per year.

= This is supposed to originate from different sources,
including public and private, bilateral and
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http://unfccc.int/meetings/copenhagen_dec_2009/meeting/6295.php
http://unfccc.int/meetings/cancun_nov_2010/items/6005.php

Why track or count climate finance?

= MDBs recognizes the need to work together to avert dangerous
climate change by mobilizing public, private, bilateral, multilateral
and alternative finance sources

= Jtis necessary to track and report financial flows to build trust,
accountability and to monitor trends and progress

= |n 2012, MDBs worked together to develop methodologies for
tracking their mitigation and adaptation finance flows in a consistent,
comparable, and transparent manner.
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Climate Finance: Definition

The amount of financial resources that
contributes to climate change mitigation
and/or adaptation activities, as defined by the
Joint Reports on MDB’s Climate Finance.




Common Principles

= Mitigation Finance — set of common Definitions and
Guidelines including a precise list of mitigation activities,
building on approaches developed over the past 5 years

= Adaptation Finance — follows a 3-step approach:
context- and location-specific, conservative, and
granular




and adaptation groups as wel
Climate Finance. ADB took t

Reports through the Years

= Reporting started in 2011 and done annually

= MDBs take turns in leading/coordinating activities of the mitigation
| as preparing the Joint MDB Report on
he lead for the 2015 report.
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JOWNT MDB REPORT ON ADAPTATION FINANCE 2011

Adrican Development Bank (AfDS),

A report by 2 group of Banks

the Asian Development Bank (ADS), the European Bank for Reconstruction and Development (EBRD), the European
ol

investment Sank (£18). Oevelopment Bank (108). ¢

Finance Corporation (¥C)
December 2012

INTRODUCTION

(WE), and the Internation:

The intermational communty recognizes the need 1o join forces 10 avert dangerous cimate change. Th requires

mobilzing financial resources from a wde range of sources, oul
alternative sources. This makes it increasingly necessary 10 tra

Thes report sets out the joirt MDB poroach for adaptation finang
towards better tracking of cimate finance. It resonds 1o the pat
ut in developng 3G emerping econcmees and 1 bt on the
Gevelopment are closely aigned. A separate report on mitigation
Ths harmonued methodoragy has emerged from 3 orocess 1o fird
£ adaptation Snance, each reflecting a different set of sectoral, §
The joint approach s also 2 work in progress aimed at assisting ¢
want 10 follow 3 similar approach, in gradually comverging toy
chenate change finance

JowT MDSB. RepoRTa
The joint MO8 approach for sdaptation Smance reporting is based
© s purpose, context and activity Based: A project acthty
10 be reported. It must
© Set out a context of climate winerabiity {cimate dat!
impacts from chmate change 5 well 35 chmate variability
*  Include 3 statement of purpose or intent to address or |
between adaptation to current and future cimate changt
 Link project activiies o the context of cimate wf
eographical location), reflecting only direct contribution
The three criteria need to be included in the Project Acpraisal Re
0 speciic section or exphcit inclusion i the project developa
srondes v
It follows a conservative approach o prevent the mislabeling
that do net exshicitly meet 3 the acove critena are not mche
© Project activities should reflect at least one of the foliowiny
of mandates of the MOSY”. These are
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JOINT MDB REPORT ON MITIGATION FINANCE 2011

avmﬂwlmwndumu\"ﬂl mm«m, Bank (A1DS)
the Asian 1ADB), the nd Development (EBRD), the European
vestrment Sark (E8), e inter-American nmh;-m Bank {IDB), the World Bank (WB). and the intesnational
Fimance Corporation (IFC)

ODecember 2012

InTRODUCTION
The intermational community recogrnizes the meed to o forces to avert dangesous clmate change. Ths require
mobiling Snancial resources from & wide range of sources, public and peivate, Bilateral and multilateral,inchuding
alternative sources. 1t s increasingly important to track and report fisancial flows that support chmate changs
mitigation and adaptation, 0 bulkd trust and ccountabilty with regard 1o chmate finance CommAments anc
moROr trends and progress in climate-related investment. Vet there s currently no precise intemationally-agree:
defintion of clmate finance and curent effons 1o track clmate finance lack transparency, comparabilty anc
comprehensiveness.
This report s based on the joint MOB approach for mitigation fiaance reporting, developed by 3 grou of MDBS t
work towards better tracking of cimate finance. 1t responds 10 the particular contex! of the acthities that the MDS
carmy out in developing and emerging eéconomies and are bullt On the premise that cimate mitigation anc
a0 two 5ides of the same con. A separate report on adaptation finance s being published i paralie
toths report.
Exch MDB's methodology for tracking mitigation finance’ differs, but the joint MOB agproxch tries 1o fink
commonaiities and & an attempt o oty report on resources mobikzed for 3 set of commonly-agrees mitigatior
activites (see below). The Joint approach is akso 3 work in progress amed at assisting the MDBS, 25 well 25 othe:
organizations that might want 0 oin of more clearly understan thes engagement in mitigation. This will iead t

December 2012

grasual convergence spor e crange finance
JomwT MDB A REPORTING
The s Baned on ttrbute

© 1 s acuRy-based. namedy. & focuses on the Type of acTiity 16 e executed, and noX on It Parpose, the Gegin of the
fimancial resources, o ts sctalresults.

@ The classfication = ev-ante project inslementation

@ An acthiry Can be 3 project o 3 project The,
#-00m nce-ritigation actraties thicugh & feasomsbie levd of dats gramulanty by hasecoing IOt 10 M compOnEnts
For example, 3 project with 2 total cost of $100 milion may have 3 $10 million component for energy efienc
improvements = orby the $10 milion woukd be reported.

© e joine rather
@ An activey can be isbeied 25 contributing to clmate change itigation if it promotes “efforts to raduce or b greenhous
25 (GHG) emissions. of enhance GHG sequesation™ in the absence of 3 commenly-agreed method for GHG andbyse

among MOBs, masgation actiities considered im this joint 3pproIch are assumed 1o lead 10 emission reductions, based or
past experience andi/or technical aralysls, Orgoing ot 1o harmonae GHG amaiyss among MDBs wil bring mom

<onsatency of mitigation g tem

® - having
5 e o oot i o Mg vl o

® e h MBS 5 well oy the MOBA (such as furdiog from

manuged
e o Enommant Faciy o Gl et P, Corbon Fands). To prevent docbie counting 6 particuis
2 s0me external resources may aiready be covered in Bisteral reporting). external resources managed by the MDEs an
uarty separated from MOSK” own rescurces.
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Janet RaronT on MIDS Cumuart Faance 2012

Areport by 3 group of Multlateral Development Banks wnmcmws-‘ the African Development Bank (ADB).

Bank (ADB). lopment (EBRD], the Europesn
(€8, the. Bank (108), the Workd Bank (WE) and the International
Finance Corporation IFC).
Noversber 2013

EXECUTIVE SUMMARY
1 The Joint MO8 Report on Clmate Finance is now in its second year, 3nd the information provded has

‘been expanded 1o include 4 bettes sectoral a3 well a3 2 regional breskown of MDS financing. This report

presents bask Cata on which further analyss could be based. Multiateral Development Sanks (MOgs)

rovided aporosmately USD27 bilion in financing 1o adéress the challengss of cimate change in 2012

O the totsl USD27 bilion in chmate Sinance, 7%, of USD21 biion was dedicated to mitigstion and 22,

or nearly USDS Bilon to adeptation. OF the fotal commatments, 8%, or USO2 billon came from exteral

resourcen. such 25 bilateral o muktlateral donors, inchuding the Giobal Environment Faciley and the

Clemae bvestment Funds

3 interms of regional coverage, Latin America and the Caribbean received the highest totaf share of MDS
Climate finance, 1%, while the EU 13 countries received 11%. In regards 10 sector coverage, 36K of
daptation finance went 10 the infrastructare. erergy, and BUst evdronment sector, whie 3% went t5
suppont increasing the resibence 1o cimate changs of the agiculture sector. In miigation finance,
renewatle energy took by far the fargest share of finance, with J6% of the total. The diference between
mitigation and adastation finance i grestest in the EU 13 and Other Europe and Central Asia regons,
where 95% and 3% of clmate from for

SECTION 1: INTRODUCTION

4 The international community recorizes the need to jom forces 1o avert dangerous Cimate change. This

roquires mobing financial resources from 3 wide range of sources, public and private, bilsteral and

mutilstersl, induding sternative sources. That makes it incressingly important to track and report

financial flows that support dimate changs mitigation and adaptation, 1 build trust and accountabiity

with regard 10 climate finance commitments ané monkor trends and progress in climace-related
averrment

S The present report is based on the joint MO8 approach for climate finance reporting, which was first

defined in 2012 by the sbove group of MDBs 1o work towards better chmate finance morstoring. 1t

responds o the particuar context of the activities that the MDBs carry out in developing and emerging

the premise that are closely alignec
6 The jont MDS approach differs i how & treats mitigation and adaptation. For mitigation, i is based on 3
common st of mitigation acthities at the intersection of what 3l MOBs consider mitigation, while some

© For sy quessiom or comments, pleste ermal joki dmatefiircereporiffetes o
1

November 2013
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JOINT REPORT ON MDB CLIMATE FINANCE
2013

A report by a group of Multilsteral Development Banks (MDBS) comprising the African
Development Bank (ATDBL, the Asian Development Bank (ADB), the European Bank for
Reconstruction and Development [EBRD), the European Investment Bank (EIB). the Inter-
Amencan Sank (IDE), and the Finance Corporation (FC) and
World Bank (WE) from the World Bank Group (WBG)

September 2014

September 2014




Reports through the Years
\

2014

JOINT REPORT ON
MULTILATERAL DEVELOPMENT BANKS’
CLIMATE FINANCE
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Tracking Climate Co-Finance:
Approach Proposed by MDBs
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ON MULTILATERAL DEVELOPMENT BANKS

CLIMATE FINANCE

A om0 s AR Ao

August 2016

Climate Co-Finance (CCF) is defined as the amount of
financial resources contributed by external entities
alongside climate finance invested by MDBs:




Reported MDB Climate Finance Commitments
2011-2015, (in USD million)
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ADB Climate Finance ($ millions)

Mitigation Adaptation Total
Year
ADB External | Subtotal ADB External Subtotal ADB External Total
resources resources resources

2011 2,196 224 2,420 585 172 757 2,781 396 3,177
2012 2,001 386 2,388 821 75 896 2,822 462 3,284
2013 1,948 333 2,280 880 108 988 2,828 441 3,268
2014 1,711 426 2,137 665 54 719 2,376 480 2,856
2015 2,372 188 2,561 283 73 356 2,656 261 2,917
2016 2,655 595 3,250 1,081 106 1,187 3,736 701 4,437

Source: Joint MDB Reports (2011-2016), In S millions.




Working Together

'\‘ international CLIMATE
a The Global | POLICY

I D FC d.evelopment Landscape of INITIATIVE
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Mitigation Finance

David Elzinga
Senior Energy Specialist, SDSC-ENE



Mitigation Finance: Definition

An activity Is classified as related to climate
change mitigation if it promotes “efforts to
reduce or limit GHG emissions or enhance

GHG sequestration.”




Mitigation Finance Reporting: Attributes

= Conservativeness- where data is unavailable, take the
conservative approach.

= Granularity- only mitigation activities that are to be
disaggregated from non-mitigation activities are covered.

= Ex: a project with a total cost of $100 m may have a $10
million component for energy efficiency improvement;
only $10 million will be reported as mitigation finance.

= Eligibility- is determined based on the basic definition of
mitigation activities and the typology of mitigation activities
defined by the Joint Multilateral Development Banks.
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Mitigation Finance Reporting: Attributes

= Additionality — activity-based, focused on the type of activity to
be executed.

= Avoid double counting — Where the same project, sub-project or
project element contributes to mitigation and adaptation, then the
MDB’s individual processes will determine what proportion is
counted as mitigation or as adaptation, so that the actual financing
will not be recorded more than once.

= Exclusions — care will be taken to identify cases when projects do
not mitigate emissions due to specific circumstances

= Scope — mitigation activities can be stand alone projects or
component of a stand alone project.

= Timeline- mitigation finance figures at board approval date.
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Mitigation Finance Reporting: Typology

Renewable energy

Lower-Carbon and Efficient Energy Generation

Energy Efficiency

Agriculture, Forestry and Land-Use

Non-Energy GHG Reductions

Waste and Wastewater

Transport

Low-Carbon Technologies

Cross-Cutting Issues

« |.e.: policies, planning, action plans for mitigation;
education; GHG monitoring systems

10. Miscellaneous
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Ineligible Projects

Greenfield investments in FF based facilities: power
plants, district heating, district cooling, exploration and
processing facilities, fuel storage, transport/transmission and
distribution facilities).

Coal: Brownfield investments to retrofit, rehabilitate or
replace existing coal-based facilities without switching to
cleaner fuel.

Eligible Activities that do not lead to net GHG emission
reduction: hydro plant with high methane production from
reservoir, geothermal with high CO2 fluid.

Lease to increased emission somewhere else: Investor
sells old boliler after replacing with new efficient one.




Mitigation Finance Reporting: Steps

. Identify ADB projects that fit the typology of mitigation
activities.

. Identify in those projects the mitigation sub-project or
component funded by ADB (loans, grants, equities,
guarantees, ADB-administered climate funds)

. Estimate the cost of the mitigation component funded by
ADB (base cost, financial charges, contingencies, etc.)
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Mitigation Finance Reporting: Example

PROJECT AT A GLANCE

g

. Basic Data

Project Name

Country
Borrower

Sector
Energy

Strategic Agenda
Inclusive economic
growth (IEG)
Environmentally
sustainable growth (ESG)

Drivers of Change
Governance and capacity
development (GCD)
Knowledge solutions
(KNS)

Partnerships (PAR)

Private sector
development (PSD)

Poverty Targeting
Project directly targets

poverty

Risk Categorization:

. Safeguard Categorization
8. Financing

Renewable Energy Sector Project

Cook Islands
Cook Islands

Subsector(s)
Renewable energy generation - solar

Subcomponents
Pillar 1: Economic opportunities, includin
jobs, created and expanded
Eco-efficiency
Global and regional transboundary
environmental concerns

Components
Institutional development

Knowledge sharing activities
Bilateral institutions (not client government)
Official cofinancing

Public sector goods and services essential for
private sector development

No

Low

Environment: B Involuntary Resettlement: B Indigenous Peoples: C

Project Number: 46453-002
Department PARD/PATE
/Division
Executing Agency Ministry of Finance &

Economic Management

ADB Financing ($ million)
11.19

—_

Total

Climate Change Information £
Mitigation ($ million) 11.19
CO, reduction (tons per annum) 2,930
Climate Change impact on the Medium

Project

Gender Equi i

No gender elements (NGE) 4
Location Impact

Rural Medium
Urban Medium

Modality and Sources Amount ($ million) AD
ADB — Ty

Sovereign Project loan: Ordinary capital resources 11.19
Cofinancing 7.26

European Union —— 7.26
Counterpart 5.83

Government 5.83 AD B'adm
Total 2428 | resource

Mitigation finance
from ADB-own
resource

GHG reduction

B-own resource




Adaptation Finance

Charles Rodgers
Senior Climate Change Adaptation Advisor
(Consultant), SDCD
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Adaptation Finance: Definition

Climate adaptation finance is the cost of
activities undertaken to lower the current and
expected risks to or vulnerabilities of the
project posed by climate change.




Adaptation Finance: Key
Elements

An activity Is considered adaptation if the following key
elements can be demonstrated:

1. Setting out the climate vulnerability context of the
project;

2. Making an explicit statement of intent to address
climate vulnerability as part of the project;

3. Articulating a clear and direct link between the climate
vulnerability context and the specific project activities
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Adaptation Finance Reporting:
Guiding Principles

Adaptation finance is limited solely to project
activities aimed at reducing project’s climate
change vulnerability

Granular, context- and location-specific
Evidence base

Ex-ante

Conservative approach
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Adaptation and Development Spectrum

Confronting
Climate Change

Addressing Drivers of

Vulnerability

Building Response
Capacity

Managing Climate

Risks

Enabling human

development: actions

that reduce poverty

and vulnerability;

increase capability and

coping capacity:

* Livelihood
diversification

* Literacy and
education

*  Women’s rights

*  Community health

* Food security

*  Water supply,
sanitation

Robust systems for
problem solving:
actions that build
institutional, technical

and planning capacity:

* Natural resources
management

* Weather data
collection,
forecasting

* Disaster early
warning systems

*  Communications
systems

Climate risk

management: actions

that incorporate

climate information

into decision-making

to reduce risks:

* Climate proofing
projects

* Disaster response
planning

* Drought-resistant
crops; cropping
systems

* Robust, adaptive
technologies
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Adaptation Finance Reporting: Steps

Assess and articulate likely climate change
Impacts and the project’s vulnerability to these
Impacts

ldentify project adaptation measures to mitigate
or manage project vulnerabllity

|dentify/estimate likely costs of adaptation
Interventions

Report estimated adaptation expenditures




Examples of Eligible Adaptation Activities

Adaptation activities can include:

Modifications in project location and/or scale
Modifications in engineering materials and designs
Alternative technology choices

Biophysical- and Ecosystem-based measures
Community-based adaptation

Policy and Social options (institutional re-design)
Training and Capacity Development
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Adaptation Finance Reporting: Example

Project Classification Information Status: Comple

PROJECT AT A GLANCE

-

3.

5.

Basic Data
Project Name

Country Cambodia

Borrower Government of Cambodia
Sector Subsector(s)
Agriculture, natural Irrigation

resources and rural
development

Strategic Agenda Subcomponents
Inclusive economic Pillar 2: Access to economic opportunities,
growth (IEG) including jobs, made more inclusive

Environmentally
sustainable growth (ESG) environmental concerns
Matural resources conservation

Drivers of Change Components

Global and regional transboundary

Uplands Irrigation and Water Resources
Management Sector Project

Water-based natural resources management

Project Number: 44328-013
Department SERD/SEER
/Division
Executing Agency Ministry of Water Resources
and Meteorology
ADB Financing ($ million)
50.00
10.00
Total 0

Climate Change i
Project

Gender Equity and Mainstreaming

Governance and capacity Institutional development Effective gender mainstreaming 4
development (GCD) (EGM)
Poverty Targeting Location Impact
Project directly targets Mo Rural High
poverty
Risk Categorization: Low
Safeguard Categorization Environment: B Involuntary Resettlement: B Indigenous Peoples: C
Financing
Modality and Sources Amount ($ million)
ADE 60.00
Sovereign Sector loan: Asian Development Fund 60.00
Cofinancing 0.00
MNone 0.00
Counterpart 6.12
Government 6.12
Total 66.12
Effective Development Cooperation

Use of country procurement systems
Use of country public financial management systems

Yes
Yes

Adaptation finance
from ADB-own
resource




Adaptation Finance as a % of Total Finance

(Millions Current $)

2011 | 2012 | 2013 | 2014 | 2015 | 2016

OCR Total 11,307 10,017 10,335 10,399 13,113 14,389
ADF Total 2552 2850 3,851 3,091 2,867 3,074
TA 139 142 148 152 141 169
Other Funds 25 13 14 7 7 9
Total Internal 14,023 13,022 14,348 13,649 16,128 17,641
Resources

Adaptation Internal 585 821 879 665 283 1,081
Resources

As % of Total ADB 42% 6.3% 6.1% 49% 18% 6.1%
Resources

Sources: Statement of the Asian Development Bank’s
Operations; Joint Report on the Multilateral Development
Banks’ Climate Finance, various years




Thank you.






