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The Climate crisis: Where we are

Temperature rise since 1850
Global mean temperature change from pre industrial levels, °C
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Why we need Finance
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What needs to be done

Projected global CO, emissions,
billion metric tons of carbon dioxide (GtCO ) per year
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Challenges to transformative urban adaptation and resilience
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Reaching 3 Global Goals Means Major Change for Cities
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slum dwellers by 2030 & - PARIS AGREI

2000 2010 2020 2030 2040
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Notes: This graph is for illustrative purposes only, showing 2050 trajectories for select indicators and what’s needed to reach relevant global goals
Urban GDP is for the world's 750 largest cities. An increase in urban sprawl is almost inevitable, but should be managed and minimal. Net global
carbon emissions are used as a proxy for urban emissions. Slum dwellers includes developing regions only

rces: Angel et al, 2011; Oxford Economics, 2015; UN DESA, 2014; UN Habitat, 2016; World Bank, 2017
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Cities and GHG
emissions:
INDICATIVE 80% burden
of blame

Source of GHG emissions:
While currently 72% of GHG
emissions; 76% of energy
related GHG by 2030 will come
from the cities.

5o cities with largest
populations generate 2.6
billion tCO2 annually

Within cities, 40% to 65% of
total GHG emissions are from
buildings and transport.

By 2030, Asia, Africa, and Latin
America will hold 80% of the
global urban population

90% of the urban growth is
taking place in developing
countries

Importance of urban
economies: By 2030, 60% of
the world’s population, are
expected to live in urban areas
(cities)




Status of NDCs with considerations for action in cities
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51 P

out of 164 NDCs
do not mention

climate action in
cities specifically

4

countries focus on
mitigation measures

34

countries mentioned
neither adaptation nor
mitigation measures

17

countries focus
on adaptation
and mitigation
measures

113

out of 164 NDCs
mention climate
action in cities

58

countries focus
on adaptation
measures in cities

Low Carbon Cities (2018)



NDCs of Vast majority of countries not in line with Paris

cities consume over 75% of natural resources, produce over 50% of global waste, and are
GREEN

cLimaTe  responsible, directly and indirectly for emitting between 60-80% of greenhouse gases.
FUND
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Action
Tracker

The vast majority of
countries have
insufficient targets that
must be improved

10 Countries

Climate Action Tracker (2019)



Challenges to transformative urban adaptation and resilience
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- SPREAD OF CONVENTIONAL URBANIZATION MUST BE * THERE 15 A LACK OF INTEGRATION AND LONG-TERM
STOPPED: THINKING and Planning;
* enabling environments vary in terms of how favorable
* The global population grow from 4 -6.5 billion live in they are to urban resilience building;
cities and urban areas. * countries provide very different contexts and position
* This urbanization surge will be felt in developing different actors at the forefront of governance;
countries in Asia and Africa (90%) * There is a need for A PARADIGM SHIFT AWAY FROM
* These trends will translate into massive extension of INCREMENTAL APPROACHES TO INFRASTRUCTURE AND
the urban infrastructure. URBAN DEVELOPMENT that are essentially driven by short
term requirements, towards transformative changes with a
* The urban transformation towards sustainability requires strategic, long-term urban resilience.
FUNDAMENTAL CHANGES in * Tying urban resilience into the complex web of urban
* land-use, governance is key but current governance trends show
* energy and limitations in capturing resilience well.
* transport systems, * Local governments are typically in the role of service
* management of materials and provision whereas central or regional governments have
* material flows, greater capacities and resources; and the links between
« urban settlement policies, and resilience and the mandatory enforcing, provisioning,
« resilient structural-spatial design of cities. incentivizing, and enabling functions of governance are
complex.

FOCUS ON SUBNATIONAL FINANCE AND DECENTRALIZED SOLUTIONS TO URBAN-RESILIENCE AND ADAPTATION



. Barriers to achieve paradigm-shifting in the Urban Sector
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Limited support for
fostering new business
models, institutions,
technologies and
financing structures



Estimating the urban climate finance

OECD: USDs$6.9 trillion will be needed for investment in energy, transportation, and water
and sanitation and telecoms over the next 15 years to be consistent with a 2°C scenario (with
a 66% probability) (OECD, 2017).

World Bank: Up to USD$4o00 billion needs to be invested on a global scale to urban
resilience. Failing to respond to climate change and natural disasters will cities worldwide will
be USD$314 billion every year by 2030 (World Bank, 2017).

Coalition for Urban Transition: A total of US$5 to US$6 trillion is required each year to meet
human and economic development needs over coming decades. Therefore, the annual deficit
in infrastructure investment is above US$a trillion a year. (Coalition for Urban Transition,
2018)

IFC: Estimates a cumulative climate investment opportunity of USD 29.4 trillion in six urban
sectors* in emerging markets cities by 2030. The bulk, USD 24.7 trillion, rests with green
buildings, which covers both new construction and retrofits (IFC, 2018).

Coalition for Urban Transitions: Low-carbon cities are a $24 trillion opportunity, equivalent
to nearly one-third of the global GDP in 2018 (Coalition for Urban Transitions, 2019).
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Climate finance flows to developing countries
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11.68%

Agriculture and Forestry
30.32%

4

Water
Management
5.08%

Climate Funds Update (2018)



GCF in the Climate Finance Landscape and
GREEN Potential Collaborators
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GCF: scaling transformational solutions and market-creation role, and as
accelerator and amplifier for climate action
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Supporting developing
countries to transition
to low-emission,
climate-resilient

The world’s largest Set up by the
climate fund UNFCCC, and serving
the Paris Agreement
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How we drive change
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04

Coalition and

| O

o 1 02 Mobilizing Knowledge to

Catalyzing finance Scale-up Success
innovation

planning
DS > - e

Transformational

catalyze Private,
Institutional and
Commercial (PIC)
financing. This includes
de-risking a pipeline of
“urban investments through
blended finance and
improving cities’ access to
international and
domestic capital markets.

Generate and disseminate

knowledge across urban
sector project portfolio,
leverage partnerships with
urban networks and

coalitions to share lessons

learned and replicate good
practices in order to reach

scale.

strengthening the
capacity of urban
institutions to foster policy
integration and enabling
policy frameworks, as well
as to plan, programme and
build a pipeline of climate
investments and improve
skills in green

procurement

Invest in policy,
institutional, business
model, financial and
technological innovations,
with the potential to break
existing trends and
dramatically scale-up
climate and resilience
impact
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Climate
Rationale and
Additionality

What We are looking for!!!

Additionality of
GCF Funding

* WhyGCF?

* Frojects must crowd-in
additional financingon
top of GCF

Country Driven
Approach

Alignment with NDCs
Early country (NDA)
engagement
No-objection letter

Strong Climate
Rationale

* Climate Impact of
investmentis key

* Scientific evidence to
provided

Six Investment
Criteria

Impact Fotential
Paradigm Shift Fotential
Sustainable development
potential

Reciplent needs

Country ownership
Efficiency & effectiveness

8 Results Areas

®

Energy

Euldngs, Crie,
Industine

N

Livebhoods of
pecple & comm

Compliance with
GCF Policies

Fiduciary standards
Risk Management
ESS

M&E Criteria
Gender Policy
Legal Standards

Completeness of
documentation

Feasibility study
Financial Model
Project Timetable
Gender Analysis
Environmental studies
No-obgection letter
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Transformative Action Fields

Decarbonization of energy sector:
renewable energy and storage

Improving energy efficiency in
building stock

Mobility and transport

Urban form
Urban resilience
Materials and material flow

Improving waste management

Transformative action fields for cities

2030 GHG emissions reduction

50% to 70% renewables, saving 35%

- 4,5% of GHG
At cost $40-$80 per MW

Buildings: 32% reduction in primary

material consumption and
associated GHG

20% to 45% emissions reduction

20% emissions reduction

DRR / Optimizing value for money
through resilience enablers

32% reduction in primary material
consumption and associated GHG

20 % reduction in related GHG
emission

2050 GHG emissions reduction

Up to 90% reduction on the basis of

the same trend

Buildings: 53% reduction in primary

material consumption and
associated GHG

Same trend

40% emission reduction combined
with transportation strategies

DRR / Optimizing value for money
through resilience enablers

53% reduction in primary material
consumption and associated GHG

40% reduction in related GHG
emissions

e EEEE

LEEEE

Sectoral Guide Consultation Version 1

Cities, buildings
and urban systems

GREEN |
@ CLIMATE SeCtOra.

FUND Guides

10 September 2021



GREEN Smart Living (Quality of life): housing,
CLIMATE : :
ELIND education, health, safety and security,

lifestyle, culture and tourism, provision of
basic services;

Smart Economy (Competitiveness):
green technology and jobs, green focused
SMEs, local industry and businesses;

Smart Energy (Efficiency): smart grids,
smart meters, fuel cells, energy storages,
renewable energy, energy efficiency in
lighting systems and green buildings:

Smart Environment (Sustainability):
major reduction of GHG emissions, green
buildings, ecosystem services in urban
context (sponge cities with natural
flooding resilience, water management,
circular economy and waste management;

Smart Mobility (Connectivity): green
transport — environmentally friendly,
green solutions for public transportation,
bicycle and walking pathways, hydrogen
fuel, electric vehicles and busses;

Smart Governance (Participation):
various communication mechanisms
between local government and residents,
e-government, open data, data centers,
transparency, community consultation
mechanism

Smart People (Governance): bottom up
engagements, social integration, social
cohesion, local human and social
resources, schools and universities, green
technology research centers, green
focused clusters of business communities;

Main Urban
dimensions for
creating a
smart city

Source: AVogl: Smart Concepts for Greener Cities in Green Cities by Lindfield and Steinberg, ADB, Manila, Philippines, 2012



GREEN
CLIMATE
FUND

Decarbonized &
distributed
Energy

Energy efficient

buildings

Paradigm-

shift
pathways Green &
mobility-enhance
(Transformat d cities
ive Action
AL Circular urban
economy
Compact &

resilient urban
form

Four drivers of paradigm-shift

Transformational
planning &
programming

Catalyzing climate
Innovation

Mobilization of finance at
scale

Expansion and
replication of
knowledge

sStrengthen mechanisms
to implement NDCs and
urban climate targets
through planning and
programming process

=Foster integrated urban,
transport, energy and
infrastructure
development

s|nstitutional
strengthening for
pipelining and project
development

» Develop and apply new
technical standards and

performance standards in

support of the above

sNew business models
that reduce upfront
capital cost requirements
and tap new revenue
sources ( ex:
pay-as-you-go schemes;
land value capture, etc.)

=Support to integrated
implementation of new
technologies

=New institutions (ESCOs,
etc.)

*New urban development
models (TOD, etc.)

=New legislation (producer
responsibility)

Increased access to of cities and city

institutions to domestic and

international capital markets through

=Support to pipeline development at
scale

=Catalyse and participate in private
sector funding vehicles eg SPVs for
PPPs

*Targeted investments in catalytic
funds, city raisings and PPP structures

sSupport to direct access AEs
(especially NDBs) in subnational
climate financing

*Mechanisms to enhance the use of
blended finance, sub-sovereign
finance and mechanisms to leverage
the private sector to work for cities —
especially in SIDS and LDCs

*Mobilization of national and global
PIC funds through capital markets

sIncentivize IFls to leverage resources
and to incentivize efficiency and
innovation

*Developing knowledge
products on business
models through the
Community of Practice
for each TAF

=Utilise partnerships
within CCFLA to upscale
action on project
development, PIC
financing and NDBs

=Partner with other
agencies & networks to
maximize knowledge
feedback / learning
loops in each TAF sector

sgffectively disseminate
knowledge through
GCF knowledge
repository and
networking events




HOW WE INVEST
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= These can be combined into a variety of financing Equity a
structures, e.q.: el s
= Project-based (SPVs)
= Direct equity/debt funds
= Fund-of-funds
= Structured finance vehicles

° Grants

With/without
repayment

Concessional Q

loans Guarantees

Senior /
Subordinated

= On-lending
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National Adaptation Country Readiness:  Project Preparation Fund: Micro: < USD 10 million
Plan: One-Off $3 M/ $1M/ country /year $1.5 million / Proposal Small: USD 10-50 million
country Medium: USD 50-250 million
": I Loans Large: > USD 250 million

4@ I Guarantees SAP Project : $25 million

O | e

o= I rant INDCs BRECIIGENT:! GCF

= rants — Entity READINESS pipelines
NAPs Programmes
TO MAKE BLENDED FINANCE WORK
BLENDED Sector Guides .
FINANCE Project Concept Notes
PRIVATE , ,
CAPITAL Market-rate 1 ) \ I\ |
| I I
Mobilising '] " »
- W,f:at sectors, f}re tzere %rlvy gaps Which entity(ies)
what projects or identifying or . :
capital . e .
are a priority strengthening IS th? most SUI. tab_le to

DEVELOPMENT for the country? entities? deliver the pipeline?




ROLE OF THE GREEN CLIMATE FUND
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Need for concessionality

v

Reducing risk in a transaction;

v

Anchoring role for co-investors to participate;

v

Fostering behavioral changes conducive to stronger climate impacts;

v

Creating demand by making climate solutions affordable. c-.

» Pricing concessionality
» Subordinated position;

> Flexible term & tenor

» Flexible guarantees

» Fit for purpose grants to foster future climate action
) Leveraging private sector, institutional investors and DFIs funding to support green growth in Developing Countries



Selected GCF Portfolio in Cities [/ urban and energy
efficiency sector

Title, Country and AE Total Financing

GCF financing

ADB Ulaanbaatar Green Affordable Housing and Resilient Urban Renewal  $544 million
Project (AHURP) Mongolia

ADB ASEAN Catalytic Green Finance Facility (multi country: Cambodia, $3.385 billion
Indonesia, Lao PDR, Malaysia, Thailand and the Philippines)

World Bank Viet Nam: Scaling Up Energy Efficiency for Industrial $ 497 million
Enterprises in Viet Nam

$ 1.5 billion
UNDP Scaling-up Investment in Low-Carbon Public Buildings, $122 million
Bosnia-Herzegovina

EBRD Green Cities Facility (multi-country: Albania, Armenia, Georgia, Euro 600 million
Jordan, Moldova, Mongolia, North Macedonia, Serbia, Tunisia)

$95 million concessional loan
$50 million grant

$ 280 million concessional loan
$20 million grant

$75 million guarantee facility
$11.3 mil grant

$100 million concessional loan

$17.3 million grant

Euro 65 million concessional loan;
Euro 22 million grant




Example - EBRD Green Cities Facility — 560 million USD (GCF and EBRD)
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10 GCAPs adopted - Plan of
investments and initiatives

1. Green City Action Plans and
Policy Dialogue

Comprehensive 5-year indicative
investment plans to address
cities’ climate change challenges
and set long term development
visions

20 implemented climate-focused
infrastructure projects that target
cities’ climate change challenges

Up to EUR 560 million of GCF and
EBRD finance

2. Green City Infrastructure
Investments

Sovereign and sub-sovereign
finance for low-carbon and
resilient infrastructure

Technical specifications selected and
capacity building activities delivered
for investments

3. Technical support and
targeted capacity building

Support for project preparation and
implementation and capacity
building for city management

Policy and strategy-related barriers
inadequate policies and regulations; low
energy tariffs to stimulate demand for
climate action and investments

Financial barriers

access to capital for infrastructure; high initial capital cost with
long payback periods; | credit ratings for cities; underdeveloped
local capital markets; adequate pricing to incentivize
investments; affordability issues; IMF conditionalities; budgets
for feasibility studies and energy audits; access to green finance

and capital markets; etc.

8 plans to establish financial
conditions to attract investmentin
urban climate measures in place

4, Green Capital Market
Roadmaps

Support to develop strategies to
address barriers to accessing finance
for climate-focused infrastructure

Institutional and capacity barriers

systematic and comprehensive approach to
urban planning; municipal-level experience
and skills in assessing green infrastructure
investments; institutional set-up; capacity of
CSO to communicate/reach out; awareness of

local stakeholders of benefits




Project development process for climate financing
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Establishing the
climate case
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Step 1: Climate driver
Understanding the earth climate system and its drivers

Step 2: Hazard
Understanding how climate services are generated and
applied for adaptation planning

1)Climate Science Basis
Scientific underpinning for evidence-based climate
rationale and theory of change of all GCF funded projects
and activities

Step 3: Impacts, exposure, vulnerability and risks
Understanding/identifying climate impacts, exposure,
vulnerability and risks. Understanding how risks are
derived from hazard, exposure and vulnerability

Step 4: Problem identification and analysis
Defining core problem based on climate rationale as a
starting point for project design

Step 5: Transformation of problem to project
objectives

Reversing negative statements from the problem analysis
into projects objectives and desired effects

Adaptation Mitigation

2C) Emission trajectory
for the relevant country
and sector

2a) Climate impacts the
project/programme aims to
address

2b) Vulnerabilities and risks 2d) Potential pathways
of these climate impactsto  to shift projected
human wellbeing emissions trajectory

¥ ¥

Step 6: Creation of theory of change
Creating theory of change tree to lay out a detailed
strategy to achieve expected results

3) Prioritized interventions for addressing barriers based
on analysis of available options

¥

Step 7: Development of Logical Framework from
theory of change

Translating the theory of change tree into projects’ goals,
outcomes, outputs and activities

4) Integration into broader domestic and international
policy and decision-making processes

Step 8: Concept note development
Understanding how a proposed design fit into GCF Project
idea/concept
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Take Home Messages- GCF & City Finance
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Mobilising institutional finance

International
Institutions

National . .
Potential Other Coordinate donor focus for efficiency and leverage Compactl Connectedl and
Donors - - .
BMUI/IKI etc Encourage leverage of institutional finance & use of sub- Coord’nated cities COU[d dellver
sovISINCCRS up to 3.7 GtCOz2e/year of savings

.+ National/
Subnational
Govs

over the next 15 years and
reduce infrastructure capital

Strengthen enabling frameworks

. , y requirements by over US$3
National National National National t . l l .
Capital Mkt — || Capital Mkt- |§ Commercial | Development : ——r ' riieon
Equity (funds) il Deb (bonds) ks Expand range and capacity of AEs - public and private
| lende: | .
frgnce]™ | 1.  GCF can offer financing
il : . . .
inancing Tied & i tl'ansfers tl?;r:scfters op |Z:)O rtunities fO r U.rba N proj ects
Omsouce I iy or roupof Gities [N which can de-risk investments
P Support to cities and city instituti . .
w— “~Subspvereign T’ S — and attract private investors.
9 investment & avallablhty financing
. payments |
Implementlng Entity for TAFs
Cost
recovery (Utility, Development Corporation etc) 2. G C F cansu p pO rtara nge Of
" I [ ] .
¥ Private Sector fee Sypport to private sector financing ﬁnance mEChanlsmS that WI"

Special Purpose Vehicle for TAFs Sponsors leve rage institutional cha nge a nd
(necessary for private participation) equity and .
project/ recourse ||nkage5 ]

debt
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