E E s I Materials will be available at:
www.eesi.org/102623cop
Eneroy o st ute Tweet about the briefing:
#teesitalk @eesionline

Congress and International
Climate Finance

What Congress Needs to Know
About COP28

Thursday, October 26, 2023



EESI

Environmental and
Energy Study Institute

About EESI

Non-partisan Educational Resources for Policymakers
A bipartisan Congressional caucus founded EESI in 1984 to provide non-partisan information

on environmental, energy, and climate policies

Direct Assistance for Equitable and Inclusive Financing Program
In addition to a full portfolio of federal policy work, EESI provides direct assistance to utilities
to develop “on-bill financing” programs

Commitment to Diversity, Equity, Inclusion, and Justice
We recognize that systemic barriers impede fair environmental, energy, and climate policies
and limit the full participation of Black, Indigenous, people of color, and legacy and frontline
communities in decision-making

Sustainable Solutions
Our mission is to advance science-based solutions for climate change, energy, and
environmental challenges in order to achieve our vision of a sustainable, resilient, and
equitable world.
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Policymaker Education

Briefings and Webcasts
Live, in-person and online public briefings,

archived webcasts, and written summaries

Climate Change Solutions

ENVIRONMENTAL AND ENERGY STUDY INSTITUTE
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Climate Policy.
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.

We are analysts and advisors with deep
expertise in policy and finance.

We help governments, businesses, and
financial institutions drive economic
growth while addressing climate change.

We are unigue in our focus on finance,
our ability fo get the right people to the
table, and our analyfical rigor.




Global trends in climate
finance
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CPI's Global Climate Finance Tracking Program drives evidence-
based and informed discussion on climate finance

Comprehensive analysis Clear data on progress Concrete and actionable
of finance flows against needs recommendations

[r.1

What is the current state How far are we from What should be prioritized to
of global climate closing the climate redirect finance and close the
finance flows? investment gap? investment gape
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Global climate finance flows reached the first trillion

Global climate finance flows between 2011 - 2020, biannual averages

USD billion
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1,200 New data sources
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Current investment levels are nowhere near enough to
limit global warming to 1.5 °C

Global fracked climate finance flows and the average estimated annual climate investment need through 2050

Range of Needs in the

. Climate finance estimated needs average scenario

USD billion
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Public actors slightly ahead of private actors — more scale and
speed needed, especially among private actors

640
625 Public funds | 0.2

Export credit agencies (ECAs) | 1.8
Multilateral climate funds | 2.9
Bilateral DFIs | 32.6
State-owned Fis [N <0.9
Multilateral DFIs | R ©3.1
Governments |GG ©°5
soes I 1103
National DFIs [ E R 2334

Funds | 6.2
Institutional investors [} 6.3
Households/individuals || NG 845
Corporations NG 192.2
Public — Private Commercial Fis I 2350

2021/22 annual average, USD billion
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Fossil fuel investment still outpaces renewable energy
investment.
USD billion B Renewable energy investment B Fossil fuel investment
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Most finance is concentrated in only a few
regions.

Domestic

84%

USD billion

East Asia and Pacific 558
Western Europe

US & Canada

Latin America & Caribbean
South Asia

Central Asia and Eastern Europe
Sub-Saharan Africa

Middle East and North Africa

Other Oceania

Transregional
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Adaptation finance is increasing, but is starkly underfunded

INSTRUMENTS 17%, $10.9 bn USES 49%, $31.1bn SECTORS
Grants $69 Adaptation $63 Water & waste $67
Low-cost project h Industry $9
debt $76 Dual benefits $51
Buildings &
infrastructure
ND $240
322. 9
Project-level / ”0/0 87 O;ggtrgrsazlcggas-
market rate debt / \ AFOLU $43
$561
b
590
o\o*
W Energy
Project-level equity $54 50/'/' Mitigation sy;;j?s
o\ -
Unknown $7 '\O'l $1150
Debt $129
___ Balance sheet
financing
$498
Transport
Equity $368 $336

All figures in USD billion
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Four Priorities
o Address the
Gaps

1. Transforming the financial system

2. Bridging climate and development needs

3. Mobilizing domestic capital

4. Acting to improve data
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Contact -

Bella.Tonkonogy at cpiglobal.org

climatepolicyinitiative.org

Thank You

y' @climatepolicy

m @climatepolicyinitiative
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NRDC
The role of Congress in
climate finance appropriations

JOE THWAITES, SENIOR ADVOCATE, INTERNATIONAL CLIMATE FINANCE OCTOBER 26, 2023



Key appropriations accounts

Climate-specific accounts Other potential sources

Bilateral accounts Bilateral development finance agencies

« Clean energy * U.S. International Development Finance Corporation
« Adaptation « Export-Import Bank of the United States

« Sustainable Landscapes * Millennium Challenge Corporation

« Trade and Development Agency
Multilateral accounts

- Green Climate Fund Multilateral development banks

« Clean Technology Fund «  World Bank Group (16%/10%/18%/15%)

« Global Environment Facility (partial) « African Development Bank (7%/11%)

« Adaptation Fund » Asian Development Bank (16%/14%)

* Least Developed Countries Fund . (Elulrosp))ean Bank for Reconstruction and Development
0

* Montreal Protocol Multilateral Fund

° - i (0] 0)
- UNECCC and IPCC Inter-American Development Bank (30%/11%)

NRDC |



Recent Budget Requests and Appropriations

$6,000

$5,000

$4,000

$3,000

Million U.S. dollars

$2,000

$1,000

$0

U.S. Appropriated International Climate Finance

$5,587
® Bilateral total

H Green Climate Fund

H Clean Technology Fund

B Global Environment Facility

B Adaptation Fund and Least Developed Countries Fund
Montreal Protocol Multilateral Fund

B UNFCCC & IPCC

B To be confirmed

$2,608

$149
$300

$1,250
$669
o
3140 |
Enacted President's Enacted President's Enacted President's House Senate

budget request budget request budget request

Fiscal year 2021 Fiscal year 2022 Fiscal year 2023 Fiscal year 2024

Sources: Presidential Budget Requests for FY22, FY23 and FY24; Consolidated Appropriations Acts for FY21, FY22 and FY23; House and Senate Appropriations Bills for FY24

NRDC
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Multilateral development banks (MDBs) were first envisioned after World War Il to
help finance the rebuilding of war-torn countries. Over the 20th century, their mission
shifted from reconstruction to economic development and poverty eradication.

In addition, today this means addressing urgent challenges which are shaped by
persistent development challenges and by climate change. MDBs are part of a
complex but fragmented global financial system and were not designed to tackle these

from the get-go.

Momentum has built over the past year, to reform MDBs such that they can address
the multiple challenges countries face.

https://www.wri.org/technical-perspectives/mdb-reform-climate-sustainable-development WORLD RESOURCES INSTITUTE
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The World Bank (IBRD) dates back to 1944 and is the largest, with 189 member
countries. It lends to governments (through IBRD and IDA) and to private firms
through the IFC (established in 1955).

Other banks are more regional and some are smaller.

They help bridge knowledge or expertise gaps, and their financing gaps.

The U.S. is not a member of the AlIB, IsDB, and NDB. WORLD RESOURCES INSTITUTE



Multilateral development banks (MDBs) traditionally provide finance for economic

development and increasingly for climate finance.
For example, they can support countries who want to work with them to make the
investments to reduce greenhouse gas emissions and protect their people against the
impacts of climate change.

In 2022, MDBs committed some S60 billion to low- and middle-income economies,
and $38 billion to high-income economies* - around 43% of their total commitments
were specifically intended for climate finance.

MDBs bring part of the solution to financing gaps - but they are not the only ones:
other international financial institutions, bilateral development partners, private
financial institutions, philanthropies, etc.

*MDB joint report on climate finance 2022 WORLD RESOURCES INSTITUTE



Different types of financing:

e Climate finance provides both for
mitigating GHG emissions and for
investing in adapting activities by
making them more resilient

* MDBs offer a range of possible
financing options to invest in low-
carbon, resilient solutions: loans,
primarily, but also policy-based
financing, few grants

 MDBs use a range of approaches to
mitigate different types of risks and
mobilize private capital

70%
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0%

Climate Finance, by type of financing (2022)
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Source: WRI, data from the MDB joint report on Climate finance 2022; https://www.wri.org/insights/de-risking-low-carbon-investmi@&LD RESOURCES INSTITUTE
https://www.wri.org/research/mobilizing-private-investment-climate-solutions-mdbs



https://www.wri.org/insights/de-risking-low-carbon-investments
https://www.wri.org/research/mobilizing-private-investment-climate-solutions-mdbs

Examples of mitigation
finance:

Clean energy and energy
access

Transport: clean urban
transport

Buildings: public infrastructure
and energy efficiency

Examples of adaptation
finance:

Water and wastewater
systems

Crop and food production

Coastal and riverine
Infrastructure

Source: from the MDB joint report on Climate finance 2022

WORLD RESOURCES INSTITUTE



ADAPTATION FINANCE IS PARTICULARLY IMPORTANT IN SMALL
ISLAND STATES AND LEAST DEVELOPING COUNTRIES

25%

As a share of Total 22%
Climate Finance to 21%
Developing Countries
20% 19% 19%
15% 14%
13% 12%
10%
5%
0%
2015 2016 2017 2020 2021
M Least Developed Economy Small Island Developlng State

2%
Source: WRI, data from the MDB joint report on climate finance “7 WORLD RESOURCES INSTITUTE



Acknowledge gaps in finance and investment, for example:

* Current global climate finance accounts for around 30% of what is needed to align
with the well below 2°C or 1.5°C trajectories (UNFCCC, 2022)

e Adaptation finance for developing countries is 5 to 10 times below estimated
needs, which are projected to reach $160 billion to $340 billion annually by 2030
(UNEP)

* WRI’s own research estimates that public and private investments will need to
increase more than 10 times faster by 2030 to limit warming to 1.5°C and adapt to
intensifying climate impacts. (WRI)

e OQverall, long-term financing for development of developing countries needs at
least $500 billion a year (UN, FSDR, 2023)

https://www.unep.org/resources/adaptation-gap-report-2022 , WORLD RESOURCES INSTITUTE
https://www.un.org/sustainabledevelopment/financing-for-development/



https://www.unep.org/resources/adaptation-gap-report-2022
https://www.un.org/sustainabledevelopment/financing-for-development/
https://www.wri.org/research/state-climate-action-2022

MDBs have relevant expertise and knowledge about sectors and countries
Present on the ground, public and private sectors in the countries

Support infrastructure investment, support strengthening of institutions and
policies, or build capacity in countries

Multiple financial tools: loans, budget support, project financing, guarantees; for
climate finance, including grants and other highly concessional forms of finance
Well-positioned to lead the transition to low-carbon and resilient economies,
jointly committed to working together on Paris Alignment, with methodologies to
deliver on climate, and to assess and monitor impact

Financial model - paid in capital contributions from shareholders are small in
relation to the volume of additional lending capacity leveraged

WORLD RESOURCES INSTITUTE


https://www.adb.org/news/mdbs-agree-principles-aligning-financial-flows-paris-agreement-goals#:~:text=The%20MDBs'%20joint%20Paris%20alignment,and%20aligning%20financial%20flows%20to
https://www.worldbank.org/en/news/statement/2023/10/13/statement-of-the-heads-of-multilateral-development-banks-group-strengthening-our-collaboration-for-greater-impact

The G20 mandated an independent expert group that lays out a triple
agenda for MDBs’ contribution to bridging these gaps. It would take:

e MDBs mandates that add global challenges to poverty and shared
prosperity goals

* Tripling annual MDB finance - lending levels by 2030

 Having new investors partner to expand MDB lending capacity, incl.
private sector.

https://www.cgdev.org/blog/mdb-evolution-transformation-volume-2-ieg-report By Ahmed, M. and Lee, N., October 2023 WORLD RESOURCES INSTITUTE
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To support countries’ strategies to solution development and climate
challenges:

 MDBs can support countries in formulating and financing their
strategies for low-carbon and resilient development path

« MDBs can share data, knowledge and provide technical assistance

« MDBs can prioritize interventions that align with climate and
development goals

« MDBs can focus on outcomes and impact

« MDBs can work as a coherent system

Lee, N., Laxton, V., Matthews, S., What would the Ideal Multilateral Development Bank Look Like?, June 2023, CGDev and WRIWORLD RESOURCES INSTITUTE



https://www.cgdev.org/publication/what-would-ideal-development-and-climate-mdb-look

To support countries’ strategies to solution development and climate
challenges:

« MDBs must be well resourced

« MDBs should be allowed to take on more risk

 MDBs should define ‘successful’ interventions to deliver

 MDBs and partners should be accountable for their performance in
support of these strategies

« MDBSs' institutional culture and practice has to change to deliver on
the above

WORLD RESOURCES INSTITUTE
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Global Land and Ocean

September Temperature Anomalies
1.60°C 2.88°F
1.40°C+ 2.52°F
1.00°CH 1.80°F
0.60°C 1.08°F
0.20°CH 0.36°F
-0.20°C -0.36°F
_06ODC 4 T 1 - 1 - 1 . 1 - - 1 - 1 - 1 - - _1080':

1850 1860 1870 1880 1850 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2023

September 2023: 1.4+ (C) degrees above 20t century average

Warming is already “locked-in"

Source: National Oceanic and Atmospheric Administration (NOAA), National Centers for Environmental Information. Pulled October 2023: Global Rankings | Climate at a
Glance | National Centers for Environmental Information (NCEI) (noaa.gov)



https://www.ncei.noaa.gov/access/monitoring/climate-at-a-glance/global/rankings
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CLIMATE RISK PUTS GREATER PRESSURE ON THE PUBLIC BALANCE SHEET, ON PRIVATE
INVESTORS AND ALL PARTS OF THE “"REAL ECONOMY” — ALL OF US

Warming = Climate Impacts (Acute and Chronic) = Financial Impacts

' * Greater pressure on governments
Economic, F|nanC|a| |mp|lcatI0nS ° Greater pressure on pubhc
‘ ' finance/public budgets

Security & Migration
* Capital flight (human, economic,

Vulnerable Social Stability financial)

Communities

The biggest investment opportunity
Necessitates investing in of a generation for all types of
climate-related resilience investors, in all places, with the
(physical, economic) largest ROI for the greatest number
of people

Increased pressure to transition

to low-carbon, net-zero, faster




ESG Risk and Climate Risk are Linked but Distinct

E&S Risk —> Climate Risk

P od .
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HOWWE INVEST
MATTERS

 Costs of climate risk may
undermine performance of all
assets/investments (public and
private)

Investment in Net-Zero Transition

« It doesn’t matter where you live,
the public balance sheet alone is
insufficient to fund, finance,
capitalize the investments in the
energy transition or climate resilience

Scaling Up Low
Carbon, Climate

Resilient
Investment
necessary for the
energy transition

Two Simultaneous Actions Needed

Addressing,
Building for, and
Reducing Risks
Posed by Climate
Change across all
assets and
communities key

« Private Investors & Financial Institutions play a pivotal role in scaling up and directing finance

« Climate-related financial risk can affect all type of investments, including public and private

« Identifying, assessing, quantify and then structuring financial solutions to accelerate climate-

positive investments and reduce climate risks is key

sty arewn))



EXAMPLE: BLENDED FINANCE FOR RESILIENCE

Public/Patient Sources

Products and Tools

LRC Projects

arei

v

Public Sources — Federal
Budget

>

Public Sources — State >
Budget

Philanthropic Sources

“Money In”

Resilience
Bank

Resilience
Fund

Resilience
Initiative

Co-Lending/Financing )
(Debt and Equity)

Risk Mitigation &
Credit Enhancement ?

(Guarantees, First Loss Gree
Bonds)

Innovative Financing
(Tax Credits, Lien-based )
Financing)

Grants
(Technical Assistance,
Advisory Services) )

“Money Out”

(Tangible)

* Enhanced, upgraded
infrastructure

*  Fewer financial & economic
costs/losses

Damages

Lost revenues
Decreased costs
Protecting economic
productivity

* Less downtime during disasters

(Intangible)

*  More “resilient” communities,

including economic, financial
and social resilience
*  Less “systemic” stress




Scaling up Climate
FInance to COP23

Elizabeth Lien
Senior Director for Federal Climate Policy, WWF




COP28 Thematic Days

World Climate Action Summit
Health/Relief, Recovery & Peace
Finance/Trade/Gender
Energy/Industry/Just transition
Multilevel Action, Urbanization
Youth, Education

Nature, Land Use & Oceans
Food, Ag & Water

Bloomberg
DR A
Philanthropies

COPIOUAE T




High priorities on finance for the USG

ll:
e Bilateral

Programs

e Green Climate
Fund

e Loss and

e Encouraging
climate-aligned
private sector
investment

e Energy

Transition
Accelerator

e Fossil fuel
phase
out/down

Damage Fund
e Nature finance

Encouraging action

Public Sector Programs

= |
e Meeting the

S100bn
commitment

e MDB evolution
agenda and

climate finance

Multi-party action




USG will highlight support for complex programs:
Just Energy Transition Partnerships

DOE labs MDB policy loans ADB Energy MDBs/bilateral for

Transition off-grid &

IEA Negotiations (soft S transmission

Bilateral aid for TA power) Private sector

Bilateral aid
Domestic resources
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Nature f

* Project finance for permanence

 Nature based solutions
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Upcoming Briefings in this Series

What Congress Needs to Know About

What's on the Table for the Nov 7 @ 12:30 PM EDT
Negotiations?
The First Global Stocktake Nov 27 @ 2:00 PM EDT

Signup for our COP newsletter here: eesi.org/signup
Briefing RSVP here: eesi.org/cop28
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What did you think of the briefing?

Please take 2 minutes to let us know at:
www.eesi.org/survey

Materials will be available at:
www.eesi.org/ 102623cop

Tweet about the briefing:
f#teesitalk (@eesionline

Thursday, October 26, 2023
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