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EXECUTIVE SUMMARY

Reporting and reviewing financial information has become an
increasingly urgent issue in the international climate negotia-
tions. In the Copenhagen Accord, which resulted from the United
Nations Climate Change Convention in Copenhagen in 2009,
developed countries pledged to provide USD$30 billion for the
period of 2010-2012 and $100 billion per year by 2020 for climate
adaptation and mitigation in developing countries. Developing
countries want assurances that developed countries are fulfilling
their climate finance pledges. To address this need, the Bali Action
Plan (2007) mandates that support from developed countries for
developing country Nationally Appropriate Mitigation Actions be
“measurable, reportable and verifiable.” The Copenhagen Accord,
building on these provisions, calls for “financing by developed
countries [to] be measured, reported and verified in accordance
with existing and any further guidelines adopted by the Confer-
ence of the Parties,” and that accounting of such finance is “rigor-
ous, robust and transparent.” However, countries have yet to agree
on next steps for tracking progress against climate finance pledges
under a post-2012 international climate regime and what, if any,
common reporting format will be required.

Current United Nations Framework Convention on Climate
Change (UNFCCC) reporting guidelines are neither transpar-
ent nor comprehensive, and efforts by multilateral and bilateral
development finance institutions to fill this gap are emerging but
have so far remained limited in scope. As a result, existing data
collection systems provide only limited information on the levels
of financing, what financing is used for and which countries are
benefiting. They do not provide information on whether funds

are new and additional. The result is a lack of coordination among
donor countries to ensure that funding efforts address needs in a
balanced and thorough way that avoids duplication. This also gen-
erates a lack of trust between developed and developing countries

that hinders progress in the negotiations for a post-2012 interna-
tional treaty to address climate change.

Therefore, for public climate financing to be evaluated and flow
effectively and efficiently, it is critical that data on climate finance
are reported using a common reporting system as well as reviewed.
Depending on the level of detail required by a reporting system,
the reported data should help determine how Parties are meeting
their financial commitments, improve understanding of sectoral
and technological investment trends, and lead to assessments of
the effectiveness of different forms of financing.

The goal of this paper is to help Parties to the UNFCCC develop
robust reporting processes for climate finance, starting with a deci-
sion in Cancun that addresses the measurement, reporting, and
verification (MRV) of finance. The paper discusses:

e The characteristics and principles of an improved reporting
system for climate finance.

e How and what kind of financial data are currently collected
and reported by the UNFCCC, the OECD DAC, private
organizations, and multilateral development banks (MDBs).

e Options to improve on current reporting systems, including a
proposed reporting format.

e The potential implications and operational consequences of
an improved reporting system for the review process, institu-
tional structures, and fast-start climate finance.

This paper aims to inform not only the nature of the text to be ad-

opted by the Conference of the Parties at COP-16, but will also be
pertinent over the next two years as improved reporting guidelines
are drafted, agreed to, and implemented.
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Key Observations and Recommendations

An ideal reporting process for climate finance should ensure

that reporting by developed countries is complete, transparent,
comparable, accurate, and efficient. However, current reporting of
public sector financing for climate change projects by bilateral and
multilateral institutions do not completely fulfill these principles.
Consequently, Parties to the Convention should at COP-16:

“Request the SBSTA to revise the guidelines for the report-
ing of information in national communications by Annex

I Parties to the Convention, part II: UNFCCC reporting
guidelines on national communications (Decision 4/CP.5),
including the development of reporting formats for finance,
with a view to adoption of the enhanced reporting guide-
lines by COP-17.”

The process of revising the guidelines should be informed by the
insights and experiences of the Multilateral Development Banks

(MDBs), bilateral financing institutions (BFIs), the OECD DAC,
and experts from developed and developing countries.

Parties could significantly improve the transparency of financing
by adopting a standardized financial reporting format with com-
mon definitions and methodologies to quantify climate finance.
However, in launching an effort to either revise or initiate a new
means to collect financing data, Parties to the Convention will
need to determine the kinds of data they want a climate finance
reporting system to provide. This will determine the extensiveness
of any expanded data collection effort and its likely cost.

Improved climate finance data alone will not be able to shed light
on whether or not funds for climate change are new and addi-
tional to official development assistance, a topic on which there
are widely divergent political views. Better data would eventually
allow Parties to determine from a technical standpoint whether

I. INTRODUCTION

Developing countries have sought clarity around climate
change financial commitments from developed countries
since the United Nations Framework Convention on Climate
Change (UNFCCC) was adopted in 1992. The 2007 Bali Ac-
tion Plan, which states that support provided to developing
countries should be “measurable, reportable and verifiable,”
and the 2009 Copenhagen Accord are the latest in a series of
efforts toward this end (UNFCCC 2008).! These provisions
reflect the feeling among developing countries that most de-
veloped countries have failed to deliver on their development
aid commitments in the past—a concern that is fostered by
a lack of transparency around international aid provided by
developed countries.? Developed countries, for their part,
having seen development assistance fail to meet their objec-
tives over several decades, are reluctant to scale up financing

there has been an increase or decrease in climate finance over
time. However, judging newness and additionality is a subsequent
and separate step which necessitates a political agreement on
methodologies and a reliance on other data sources outside of the
UNFCCC. A transparent reporting process can nevertheless help
inform this discussion and build trust and understanding between
developed and developing countries.

Parties should consider implementing a more robust process to
review reported data. This could include launching voluntary pilot
projects to establish how reviews could be successfully conducted,
using independent, non-political technical financial experts,
formally establishing clear rules and guidelines for civil society
participation in the review process, and improving record keeping
so that data between countries can be compared.

A revised reporting system will likely require the redesign of
existing databases and search engines. If Parties wish to have a
centralized data system, they will need to decide where such a
system should be located and will need to develop new procedures
for collecting and processing financial data.

The introduction of an improved reporting system will take time to
implement. It will thus not satisfy the need for more transparency
in the short-term, and in particular for fast-start funding under

the Copenhagen Accord. It is important to ensure that financial
support to developing countries is accounted for in a clear and
transparent manner during the fast-start period through existing
reporting systems and through short-term multilateral efforts and
efforts on the part of donor countries. Lessons learned from this
experience could shape the implementation of new reporting and
review systems in the longer term.

without adequate means to ensure that it is spent effectively
and efficiently.

The result is a lack of trust between Annex I Parties and non-
Annex I Parties to the Convention that hinders progress in the
negotiations for a post-2012 international treaty to address
climate change. The importance of reporting and reviewing
financial information is therefore an increasingly salient, if not
urgent, issue in the international climate negotiations. From
an even broader perspective, understanding the level and uses
of financing can provide insights into whether greenhouse
gas emissions will continue to increase in the future, where
possible abatement opportunities lie, and whether the global
community is preparing to adapt to a changing climate.

Despite critical need, there has been little political guidance to
help countries and their bilateral financing institutions (BFIs)
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or multilateral development banks (MDBs) communicate their
climate finance commitments and avoid double-counting be-
tween the two groups. Instead, technocrats have been left to
sort out ways to improve the reporting and collection of public
financial data on projects addressing climate change. The cur-
rent UNFCCC reporting guidelines for Annex I Parties, which
have not been revised since 1999, are neither transparent nor
comprehensive, and efforts by other institutions to fill this gap
have been limited in scope. As a result, current data collec-
tion systems provide only limited information on the levels of
financing both pledged and delivered, what financing is used
for, and which countries are benefiting.

Purpose of the paper

The purpose of this paper is to lay the foundation for an im-
proved set of reporting guidelines for public climate financing,
and an improved system of collecting financial data. To this
end, it aims to demonstrate the necessity of launching negotia-
tions on such improved guidelines at COP-16, and to inform
the process moving forward post-COP-16. In particular, the
paper addresses several key questions:

*  What are the characteristics and principles of an ideal
reporting system for climate finance?

e What kind of financial data are currently reported and
how are they collected by the UNFCCC and other pub-
lic and private organizations? What are the limitations
of existing data collection systems?

*  What options exist to improve reporting and what would
a financial reporting system that can satisfy a broad set
of user needs look like?

*  What are the potential operational consequences and im-
plications for the implementation of improved reporting
systems, including for tracking fast-start finance and for
the review of the reported data?

Reporting climate finance is an issue that affects a wide variety
of stakeholders. As a result, this paper serves several purposes:

e For UNFCCC Parties, it provides a technical and analyti-
cal basis for mandating the development and implemen-
tation of enhanced guidelines for reporting finance at
COP-16 and beyond, including the principles and func-
tions that will be necessary to guide the development of
those guidelines.

e  For the body that drafts enhanced guidelines, it pro-
vides example guidelines and lessons learned from exist-
ing reporting systems.

e For multilateral development banks, international finan-
cial institutions, and other institutions with systems for
tracking climate finance, it identifies ways to improve
current systems for reporting public climate finance.

It- also identifies ways to include these improvements in
the drafting of enhanced guidelines within the UN-
FCCC in order to achieve comprehensive and compa-
rable reporting across institutions.

e Finally, for civil society, it outlines ways in which they
have played and could play a role in the MRV of climate
finance system.

Scope

A number of organizations (UNFCCC 2007a, OECD 2008,
World Bank 2009) have focused on potential sources of climate
finance and on issues relating to the governance of a possible
new financial arrangement under the Convention. Several
experts have also tried to catalog trends in bilateral and mul-
tilateral financing for energy and other sectors and identify
deficiencies in current reporting systems (Tirpak and Adams
2008, Moncel et al. 2009a, Roberts et al. 2009, Corfee-Morlot
2009, Ballesteros et al. 2009). This paper builds on these ef-
forts. More specifically, it focuses on:

e  Public funds from developed country governments
(with the exception of Clean Development Mechanism
projects), which are often supported by a combination
of public and private financing. However, this paper
does take a brief look at private systems for collecting
financial data.

e Adaptation® and mitigation (including reducing emis-
sions from deforestation and forest degradation). While
both are development issues, the former is a particular
challenge because the boundaries between projects to
adapt to future changes in climate and efforts to reduce
risks from current weather anomalies are less clear
than those associated with efforts to solely reduce GHG
emissions. Adaptation also includes a more diverse set
of activities and larger number of sectors. Later in the
paper, we propose an approach that attempts to differ-
entiate funding for adaptation to climate change from
funding for development.

* Loans, grants, and guarantees. We omit “equity”
funding while recognizing that in some instances this
can be an important source of capital.

e All major sectors that contribute to emissions of
GHGs or in which adaptation may be needed. Ex-
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amples include power, industry, transport, forests and
other ecosystems, waste, agriculture, disaster risk man-
agement, cities, coastal systems, and human health.

All categories of project financing. Examples include
capacity building, training, planning, assessments, analy-
sis, research and development, technology demonstra-
tions, and technology deployment.

There are several important topics outside the purview of this

paper that should be noted in particular:

The paper does not address how to account for
international private investment flows. These can
include international bank lending, public debt, port-
folio equity holdings, foreign direct investment, and
philanthropic sources. The IMF and the OECD (2003)
note that there is a lack of data available on private
investment flows to developing countries (some data are
available from central banks, but they lack reliability
and consistency).* At present, data that measure the
environmental effectiveness of private flows are not
available either.

This paper suggests no minimum level of reporting
in terms of currency units for a particular sector
or form of assistance. Analysis of projects could shed
light on this issue, but it should be noted that setting a
minimum threshold could overlook capacity building,
planning, and assessment types of projects, which are
often relatively small in size.

Many MDBs often report that a project has leveraged
funds either from other MDBs, BFIs, or from the
private sector. Leveraged funds are sometimes difficult
to confirm. Yet excluding leveraged private sector funds
means that the reporting system would not provide a
complete picture of financing. Parties should there-

fore consider how such funds could be accounted for
after consultation with MDBs and how to avoid double
counting within the MDB portfolios and vis-a-vis bilat-
eral financial flows.

There are widely divergent views between devel-
oped and developing countries regarding the issue
of “additionality” — that is, whether financing is
additional to official development assistance. Devel-
oping countries generally propose that funds address-
ing climate change should not be counted towards the
previous commitment of OECD countries to allocate
0.7 percent of their GDP to development in developing

countries. Most OECD countries, on the other hand,
find this demand difficult to meet as only a small num-
ber of countries have met their 0.7 percent commitment
so far. Moreover, several OECD countries make the
case that since development and climate finance are
closely linked, some, if not all of their climate finance
contributions should also be counted toward their regu-
lar development assistance commitment. The World
Bank will attempt to address this issue by requiring
their donors to distinguish between climate finance and
traditional development assistance, and to state whether
or not they will be counting the former towards their
development assistance commitments. While it is useful
to see this distinction, it cannot truly show whether or
not funding is additional in the absence of an agreement
on a baseline against which additionality can be mea-
sured.’

This paper suggests that an improved reporting format
for bilateral and multilateral financing should be a first
step toward improved understanding of this issue. By
making progress on the technical challenge of tracking
and compiling climate finance, Parties will eventually be
able to determine whether there has been an increase
or decrease in climate finance. However, improved
tracking of climate finance will not be able to shed light
on whether or not funds for climate change are new and
additional to official development assistance as the lat-
ter will require additional data and methodologies out-
side the purview of the UNFCCC. Judging newness and
additionality is a subsequent and separate step which
necessitates a political agreement on how to determine
additionality. However, a transparent reporting process
can, at a minimum, help inform this discussion and
build trust and understanding between developed and
developing countries around the finance that is flowing.

I1. A VISION FOR AN IMPROVED REPORTING
SYSTEM

In order to implement an improved reporting system for cli-
mate finance, Parties first need to clarify what objectives and
functions that system should fulfill. We suggest that financial
reporting should serve three general objectives:

to assist Parties to the Convention in gaining a compre-
hensive understanding of the level of developed country
climate financing from all public entities;
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Box 1 Finance in Articles 4 and 12 of the UNFCCC

Article 4.3: “The developed country Parties and other devel-
oped Parties included in Annex II shall provide new and
additional financial resources to meet the agreed full costs
incurred by developing country Parties in complying with
their obligations under Article 12, paragraph 1. They shall
also provide such financial resources, including for the trans-
fer of technology, needed by the developing country Parties
to meet the agreed full incremental costs of implementing
measures that are covered by paragraph 1 of this Article and
that are agreed between a developing country Party and the
international entity or entities referred to in Article 11, in
accordance with that Article. The implementation of these
commitments shall take into account the need for adequacy
and predictability in the flow of funds and the importance of
appropriate burden sharing among the developed country
Parties.”

Article 4.5: “The developed country Parties and other devel-
oped Parties included in Annex IT shall take all practicable
steps to promote, facilitate and finance, as appropriate, the
transfer of, or access to, environmentally sound technolo-
gies and know-how to other Parties, particularly developing
country Parties, to enable them to implement the provisions
of the Convention....”

Article 12.3: “Each developed country Party ... shall incorpo-
rate details of measures taken in accordance with Article 4,
paragraphs 3, 4 and 5 [in the communication of information
to the Conference of the Parties].”

2. to enable developed countries to demonstrate that they
are meeting their international climate financing com-
mitments, for example, under Articles 4 and 12 of the
Convention (Box 1); and,

3. to facilitate a process of reviewing financial information
on public sources of finance, including an evaluation of
how financing is being distributed and used, with a view
to improving coordination and efficiency in the delivery
of support.

However, in considering these objectives, it is important to
recognize that reporting only public finance from developed
countries will not provide a complete picture for several
reasons:

e The private sector will finance the majority of the
measures for mitigating and adapting to climate
change either directly or through the purchase of proj-
ect offset mechanisms such as the Clean Development
Mechanism (CDM). The UNFCCC (2007a) estimated

that up to 86 percent of investment and financial flows
for climate measures will come from the private sector.
The Copenhagen Accord assumes the inclusion of pri-
vate finance in the delivery of the pledged $100 billion
per year by 2020 in long-term finance, an assumption
that was reinforced by the conclusions of the November
2010 report from the UN’s High-Level Advisory Group
on Climate Change Financing.

Most developing countries support mitigation and
adaptation policies and programs with internally
generated funds. The UNFCCC (2007a) estimated
that in 2000, domestic sources of investment represent-
ed about 83 percent of total investment in non-Annex

I countries, compared with foreign direct investment
(FDI), which represented 14 percent, and official devel-
opment assistance (ODA), which represented 1 percent.
Understanding the level of domestically supported
actions in developing countries is important for grasp-
ing the extent of domestic ambition, evaluating how
international finance can build on domestic finance, and
filling any gaps.

Developing countries are now a source of significant
financing for projects in other developing countries.
A 2007-08 New York University study estimated that
Chinese foreign assistance and government-supported
economic projects in Africa, Latin America, and South-
east Asia grew from less than US$1 billion in 2002 to
US$25 billion in 2007 (Lum et al. 2009);7 aid from
Brazil is estimated to be approaching US$1.2 billion.
Developing country contributions to the Global En-
vironment Facility (GEF) in 2006 totaled US$52.84
million (Ballesteros et al. 2009). Moreover, environ-
ment ministers from the BASIC (Brazil, South Africa,
India and China) countries meeting for the first time

in January 2010 “expressed their desire to enhance
South-South cooperation with other countries on vari-
ous issues including those related to scientific coopera-
tion and support for adaptation to vulnerable countries”
(BASIC 2010). On April 28, 2010, Indian Prime Minis-
ter Manmohan Singh announced the establishment of
an India Endowment for Climate Change in South Asia
to help member states of the South Asian Association
for Regional Cooperation (SAARC) meet adaptation
and capacity building needs (Singh 2010).

Parties will need to decide whether and how to account for
these other sources of finance. This will be complex given the
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difficulty of tracking private financial flows and the limited
capacity in some developing countries to account for incoming
financial flows. The system proposed in this paper is intended
to be an important first step toward a comprehensive tracking
framework for climate finance.

The general principles that should govern the reporting of
financial information do not differ significantly from those
used for reporting national GHG inventories; that is, reporting
should be complete, transparent, comparable, accurate, and
efficient’ (UNFCCC 1999a).

e Completeness means that a report should cover all major
sectors, forms of financing, and uses of funds (types of
projects) from all Parties to all Parties. It could also re-
fer to the sources of funding by governments and other

mechanisms.

*  Transparency means the methodologies, processes, and
procedures to estimate financing should be clearly
explained and the sources of information identified to
facilitate the checking of information.

e Comparability means that the information provided by
Parties should be in a format to facilitate the aggrega-

tion and analysis of information.

*  Accuracy means that the reported quantities of financial
data are systematically neither over nor under actual
financing and that uncertainties are reduced as much as
possible. Guidelines should achieve sufficient accuracy
to enable users to make decisions with reasonable assur-
ance as to the integrity of the reported data.

*  Efficiency means that the information provided serves the
decision-making needs of Parties with a minimum of
effort, expense, or waste.

In addition to these general principles, Parties must also decide
on the specific design goal or goals of an effective reporting
system in order to evaluate existing systems and improve upon
them. To that end, Parties to the Convention should consider
which questions about climate finance they wish to be able to
answer in the future. The types of questions will determine
the extent and nature of the data collection effort, including
its likely cost. This paper suggests a tiered set of increasingly
specific questions, for example:

Tier 1: How much public money is flowing from one Party
to another for climate change activities in a particular
year? This would allow a picture to emerge as to whether
climate change funds are increasing or declining, which

countries are giving and receiving funds, and how much they
are exchanging.

Tier 2: How much public money is flowing from developed
to developing countries in a particular year and what type
of funds (grants, loans, or guarantees) are being made
available? This would allow a determination to be made as to
whether Annex IT Parties are meeting their commitments, what
type of financing they are using to meet these commitments,
and to some extent whether funds are being used in the most

efficient manner.

Tier 3: How much public money is flowing toward particu-
lar purposes in a given country, and in which sectors? This
would allow analyses of whether funds are going into the sec-
tors identified as priority areas in the countries’ development
plans. It would also support the development of a global picture
of the balance between adaptation and mitigation funding, as
well as the global distribution among sectors.

Tier 4: How much public money is flowing toward particu-
lar activity types, and what categories of activities are being
supported? This would allow Parties to understand whether
there is movement toward low-GHG technologies and fuel
types. It would also allow Parties to understand how support
is being divided for categories, such as capacity building, plan-
ning and assessments, or technology deployment.

Depending on the level of detail required by a reporting
system, the data should help determine whether Parties are
meeting their financial commitments, improve understanding
of sectoral and technological investment trends, and lead to
assessments of the effectiveness of different forms of financing.

III. A REVIEW OF EXISTING REPORTING
SYSTEMS

Reporting under the UNFCCC

Annex II Parties are required by Decision 4/CP.5 to report
on financing for developing countries in their national com-
munications (UNFCCC 1999b). The decision requires Parties
to indicate what “new and additional” financial resources they
have provided pursuant to Article 4.3 and to clarify how they
have determined such resources as being “new and additional.”
Parties are required to provide information in tabular form for
athree-year period on financing through bilateral and regional
mechanisms to speciﬁc countries for mitigation (energy, trans-
port, forestry, agriculture, industry, and waste management)
and for adaptation (capacity building, coastal zone manage-
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Issues related to reporting as identified by the

Box 2
o UNFCCC secretariat

e Parties did not use the reporting categories in the guidelines

e Parties reported using different years

e Parties reported funding to multilateral institutions without
distinguishing funding for climate change

e While all Parties reported information relating to bilateral
contributions, the data were provided in different formats and
therefore difficult to compare

e Only half the Parties reported information on their private
sector engagement

*  Some parties reported information over a period instead of
annually

ment, and other vulnerability assessments). Also, Parties are
to provide a list of contributions over a three-year period to
multilateral institutions such as the World Bank Group, United
Nations Programmes, and scientific, technological, and training
programmes. In addition, Parties are encouraged to indicate
in what way they have encouraged private sector activities and
how these activities meet the commitments of Parties under
Articles 4.3, 4.4, and 4.5 of the Convention.

Non-Annex I Parties are requested to provide, through their
national communication, information on their needs for fi-
nancial resources and technical support for the preparation of
their national communications, as well as the support received
from the GEF, Annex II Parties, or bilateral and multilateral
institutions (UNFCCC 2002a).

In 2007, the UNFCCC secretariat prepared a synthesis of
financial information based on the fourth national com-
munications from Annex I Parties (UNFCCC 2007b). The
secretariat synthesized information on how financial flows
varied from each Annex II Party through the GEF, through
other multilateral institutions, and through bilateral channels
for the period 1998-2004.1° In the case of bilateral contribu-
tions, it categorized financing for mitigation and adaptation by
the mitigation and adaptation classifications noted above for
1998-2004. The secretariat noted that multiple methodological
and reporting issues limited the utility of their analysis; some
of these are listed in Box 2.

In addition, with respect to the Annex I guidelines we note
the following:

*  The mitigation classifications do not require reported fi-
nancial data to be broken down by specific technologies,

e.g., in the case of electricity generation, technology by
coal, oil or gas combustion, nuclear, wind, geothermal,
solar, hydro, or wave power.

*  The adaptation classifications leave out several important
aspects of adaptation, e.g., water, forests, health, energy,
and infrastructure. Moreover, the guidelines do not
provide information as to how climate change financ-
ing is to be distinguished from development assistance
support.

*  The guidelines do not distinguish among funding for re-
search and development, planning, assessments, capac-
ity building, demonstrations, or technology deployment.

e The data do not distinguish among grants, loans, and
guarantees.

*  The guidelines provide no information on how to report
projects having multiple components, e.g., a project that
may have an energy efficiency component, a renew-
able energy component, and other non-energy related
components.

e The data reported under the UNFCCC cannot be readily
compared to other sources, such as the OECD, BFIs, or
MDBs, due to the use of different reporting systems.

e The UNFCCC reporting guidelines do not require
Annex I countries not included in Annex II to report
on financial aid to climate change-related activities in
developing countries.!!

Information on financial assistance in developing country na-
tional communications also suffers from significant reporting
issues. While the UNFCCC guidelines require non-Annex
I Parties to provide information on their needs for financial
resources and technical support from the GEF, Annex II
Parties, or bilateral and multilateral institutions, it does not
request that they follow a common reporting format (UNFCCC
2007¢). A look at national communications from non-Annex I
Parties shows that this information, when provided, often lacks
comprehensiveness and is scattered throughout non-Annex
I Party national communications rather than compiled in an
easy-to-find, comparable, and detailed manner. According to
the UNFCCC secretariat’s 2002 compilation and synthesis
report of initial national communications from non-Annex
I Parties, “National communications made reference to the
assistance received from the GEF through its implementing
agencies ... Many also referred to assistance from bilateral
programmes such as the United States Country Studies Pro-
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Figure 1

Trends in bilateral assistance by energy technology based on DAC Data, 1997-2005
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gram and the Netherlands and German cooperation agencies”
(UNFCCC 2002b).

Reporting to other international organizations
(OECD DAC, MDBs, UNCTAD, and BFIs)

The OECD Development Assistance Committee (DAC)
collects and monitors official bilateral financial contributions
from developed countries at the activity level through the
Creditor Reporting System (CRS).!2 The objective of the CRS
is to “provide a set of readily available basic data that enables
analysis on where aid goes, what purpose it serves and what
policies it aims to implement, on a comparable basis for all De-
velopment Assistant Committee members.”!3 The CRS online
User’s Guide provides information on data quality indicators
and a list of DAC members. Within the CRS database, aid
activities are recorded on the basis of commitments according
to a descriptive “marker” system that identifies the objective of
the aid and a quantitative purpose code system that identifies
the sector of the supported activity. For DAC purposes, grants
and “soft” loans are recorded on the face value of the activity at
the date a grant or loan agreement is signed with the recipient.

The CRS compiles aid data in an online database which has
several important features. For example, it allows the user
to see individual aid activity information such as the sector,

purpose, policy objective (including the Rio Markers of biodi-
versity, climate change, and desertification), type (investment,
technical cooperation, etc.), channel, donor, or recipient. Sec-
tor classifications refer to the sector of the economy at which
the aid is targeted (e.g., health, energy, or agriculture). Policy
objective markers are applied to activities according to three
values of degree—principal, significant, and not targeted—
based on how well they fulfill various objectives such as the
Millennium Development Goals (MDGs).

While the CRS provides more detailed information on indi-
vidual aid activities, some of these datal are aggregated in the
DAC annual aggregates database to provide comprehensive
statistics on aid overall that can be sorted by sector classifica-
tion, technology, donor, and recipient country. For example,
see Figure 1, which shows trends in bilateral financing for
different energy technologies.

The OECD DAC’s CRS, in place since 1967, is one of the
most comprehensive databases available for tracking inter-
national public aid flows. However, given that the objectives
of the OECD DAC are broader than tracking climate change
funding and are aimed only at DAC members, its CRS system
should not be expected to meet all of the needed functions

WORLD RESOURCES INSTITUTE ‘ 8 ‘ December 2010



ISSUE BRIEF: Guidelines for Reporting Information on Public Climate Finance

of a robust climate finance reporting system. Its limitations in
this respect are as follows:

e It compiles data primarily from DAC members.'® It
has incomplete or no data for aid from OECD coun-
tries that are not DAC members or from foundations
and other NGOs. Multilateral organizations are not
obligated to report to the CRS, although some data are
available.®

*  Some donors do not regularly supply data for all years.

*  While the OECD DAC does impute aid by multilateral
institutions back to the funders of those institutions (to
the extent possible given the inherent limitations of this
process), this aid is not marked with a sector or other
aid parameters in the CRS.”

*  While countries do report on cancelled projects, these
are not reflected in the database. This information gap
is important as it means that this system may not be cap-
turing delivered support, but instead only pledged sup-
port. This hints at a greater problem in many reporting
institutions in which aid is marked based on the intent
of the supported activity before it is carried out rather
than on its impact affer implementation.

e Coding errors may limit the accuracy and generate
possible political bias (Michaelowa 2009). The CRS
purpose code system does not correctly capture aid
with multiple sectors. The purpose code applies to the
full financial amount of the aid for a given activity, and
each activity can only be assigned one purpose code.
Otherwise, activities cutting across multiple sectors are
either classified with a multi-sector code or with the
most relevant code.'® The marker system indicating the
activity’s policy objective, on the other hand, allows for
applying multiple policy objectives to one project. This
marker, however, is descriptive rather than quantita-
tive, so one cannot split aggregate numbers up by policy
objective, meaning that an entire project’s budget would
be marked with the policy objective of “climate change”
even if only 10% of the budget is actually climate-rele-
vant.!¥ As a result, the CRS marker system could have
the result of over- or underestimating policy objective
totals in projects with multiple policy objectives, such as
energy efficiency and adaptation. It is especially prob-
lematic for adaptation activities, which are increasingly
being integrated with other development objectives
such as poverty alleviation.?* (OECD 2010)

The Multilateral Development Banks (MDBs) report on ac-
tivities based on their own mandates and operations. They use
indicators to classify projects and to track the performance of
projects. They have no software comparable to the OECD that
enables a user to track contributions from donors to specific
funds, technologies, countries, or other purposes.

Public databases and search engines with limited search
capabilities are available on all websites of the MDBs, but
their degree of user friendliness varies greatly. Those that are
available appear to have been designed to allow countries and
analysts to determine the number of projects or the amount
of funding provided to individual countries.?! None of the
systems have the same design features and most of the da-
tabases contain incomplete information, for example, on the
form of financing and on whether funding has been approved
or disbursed. In most instances it is also difficult to obtain
financial data on complex projects having several components,
for example, a construction loan and a training component.
In addition, MDBs will often report “allocated” funds before
they are delivered, but do not always update the information
to reflect what is actually “obligated.” Also, it should be noted
that the MDBs do not report to the COP of the UNFCCC;
they receive their mandates from their Executive Boards. See
Appendix III for an analysis of the IADB, GEF, World Bank,
and ADB project databases.

Neither the MDBs nor the OECD DAC have databases that
provide summary information on different types of activities
supported. Currently the only way to ascertain the amount
of funding for wind power projects is to count the number of
projects in a given year, or to search through websites that have
summary statistics scattered in various reports that are difficult
to compare (see, for example World Bank (2006)). This can
lead to errors, as the actual status of projects may be obsolete
or incomplete. The lack of a consistent format for available
information does not allow an easy and accurate comparison or
integration of information across MDBs and the OECD DAC.

The United Nations Conference on Trade and Develop-
ment (UNCTAD) compiles data on foreign direct investment
and aggregates them in an online database. The online database
does not break down FDI by sector; however, UNCTAD does
provide some sectoral data in its annual World Investment
Report. As is the case with other reporting systems such as the
OECD CRS, the sectoral classifications make it difficult to dis-
tinguish whether or not the funds are furthering climate change
objectives. Therefore, Corfee-Morlot et al. (2009) conclude
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that tracking of private-private flows is neither comprehensive
nor particularly useful to the MRV of climate finance.

Bilateral financing institutions such as AFD, JICA, and KfW
disclose information on their climate investment individually as
part of their annual reports as well as jointly within the UNEP-
BFI Initiative (Atteridge et al., 2009). Their numbers provide
sectoral and regional differentiation as well as information on
different financial instruments used and eligibility as official
development assistance (ODA). While these reports are useful
as a reference for information on bilateral financial flows, the
ability of the UNFCCC to compile and use this information
towards its objectives is limited as no comparable format is
used across BFIs for the information in their annual reports.

Reporting to private financial data systems

There are two private sector sources of information on financ-
ing that cut across countries and projects: New Energy Finance
and Dealogic. The New Energy Finance system tracks annual
investments by energy technology (solar, wind, biomass, geo-
thermal, marine, small hydro, and efficiency) and by type of
financing (venture capital, government and corporate research
and development, projects, and equity investments) in major
countries and regions. New Energy Finance issues an annual
report in conjunction with the UNEP Sustainable Energy
Finance Initiative (SEFI), which outlines investment trends
in renewable energy from both public and private sources.??
Access to detailed data is available for a fee.?

Dealogic is a private firm with research tools covering global
capital market and corporate finance activity for all types of
projects, including but not limited to energy investments. It
has a range of products aimed at the needs of the banking
industry. For example, ProjectWare software provides access
to the global project finance market including details of every
project from pre-approval through signing and contains all
relevant financing information. Loan Analytics software offers
comprehensive market data on all global syndicated loans. A
search engine allows users to analyze data in numerous ways
while advanced reporting tools enable the production of a wide
variety of reports. While many of the loans are from private
banks, the software also provides information on public finance
contributions in the form of loans and equity.?* Access to the
databases is available for a fee.

The principal limitation with private databases is that, as they
are a client-based tool rather than UNFCCC-based, the data
are collected for specific clients and do not come directly from
Parties, the responsible agents under the Convention. There

is also a lack of transparency, consistency and comprehensive-
ness. In addition, there is little tracking related to climate
change mitigation and adaptation. For example, Dealogic does
not have markers for carbon finance. Moreover, the Conven-
tion is likely to have little influence over what data the private
sector chooses to collect and how.

It is important to note that these systems, like the OECD DAC
were not established to fulfill the functions of the Convention,
but instead have their own mandates. Thus, the limitations
outlined are not necessarily failings of the reporting systems in
reaching their mandates, but limitations of the current systems
in reaching a comprehensive reporting system that serves the
functions of the Convention.

IV. OPTIONS FOR IMPROVING REPORTING OF IN-
FORMATION

Parties to the Convention have several options for improving
the reporting and compilation of financial data, exclusive of
what may be necessary in the short-term for fast start financing
under the Copenhagen Accord.

Option 1: Use existing data reporting and collection
systems

In the near term, the UNFCCC will need to rely on existing
public and private systems and voluntary reporting initiatives
for any reports that Parties to the Convention may require.
These systems have significant limitations when it comes
to comparability, completeness, accuracy, and transparency.
Some systems such as the Global Environment Facility at
least have data on projects by type that extend over the last 15
years, but others cover different time spans and use different
categories, thereby making the creation of a comprehensive
dataset nearly impossible. However, it would be possible to
assess trends in some sectors such as the renewable energy/
energy efficiency sector by relying on data from New Energy
Finance. It would also be possible to get a sense of bilateral
financing from the OECD DAC and multilateral financing from
the MDBs. Depending on the questions of interest to Parties
(see page 6), a partial picture could be developed. To further
promote comparability over the long-term, consideration could
be given to asking the UNFCCC, the OECD DAC, or one of
the MDBs to become a central repository for all financial data.
However this method would still lack sufficient comparability
in the absence of a common reporting format. In addition, the
transaction costs incurred by the institution compiling and
reviewing the data would likely be higher than for the same
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institution compiling data reported using a common reporting
format, resulting in inefficiencies and more difficulty in verify-
ing the accuracy of the data.

The most important advantage of using existing systems is that
procedures exist for coding, collecting and storing data that can
be built upon. The biggest disadvantages are that control of the
design and operation of such systems are entirely dependent
on other institutions which may or may not be responsive to
requests from the COP. The process for making decisions may
need to be modified to take into account developing country
concerns because of a perception that current processes are
biased towards donor countries.

Option 2: Complement the existing reporting and
data collection systems with a new one under the
UNFCCC based on aggregated data reported by
Parties

Parties could consider using the OECD DAC system and those
of the MDBs to collect data to answer detailed questions while
building a new system of reporting under the UNFCCC to
address broader questions. For such a system, Parties would
need to agree on which questions they would like to be able
to answer in the future; this in turn would determine the type
of aggregated data to be reported. (See Appendix IV for a list
of possible aggregated indicators). This approach could enable
some Tier 4 type questions to be addressed while relying on
existing systems to answer more specific questions.

For bilateral mitigation projects, Box 3 provides two possible
formats for reporting on the energy sector? by donor countries
and MDBs.?® Depending on the variables of interest to Parties,
other formats could be adopted to address different questions.
These formats are ambitious relative to the format used in the
current reporting guidelines for Annex I Parties, but we offer
them as a means to stimulate a conversation among Parties and
MDBs. The first format builds on the OECD marker system
for mitigation financing, while the second format builds in part
on an ADB methodology for estimating financing for EE and
RE in multiple component projects (for example, projects that
may aim to expand production and improve energy efficiency).

We propose the introduction of six sectoral forms for energy,
industry, transport, waste management, forestry, and agricul-
ture (see example in Box 3). In each case, the y-axis represents
the recipient country,?” channeling institution, or fund® (e.g.,
GEF)* with cells for the different categories that the finance
supports —that is, planning, research and development,
deployment, and capacity building. The x-axis has columns

for different types of technologies unique to that sector. For
estimating the investments in energy and industry projects
that have multiple components, we propose adoption of the
Guidelines for Estimating Investments in Renewable Energy
and Energy Efficiency Projects used by the Asian Development
Bank (ADB undated; see A IT). For Multilateral Development
Bank reporting, we propose a similar format, but the y-axis only
contains cells for recipient countries. The format shown in Box
3 would not allow data to be gathered on the type of financ-
ing (grant, loan, or guarantee) or the sources of financing, but
such information could be shown in the comment column or
in a supplemental report (see section V). Each form would be
submitted every year by each Party and channeling institution

to a body designated by the COP.

We have not explicitly accounted for public funds used to pur-
chase project offsets in this format. While Parties to the UN-
FCCC have not yet agreed on methodologies for determining
whether or not funds used to purchase offsets can be counted
towards donors’ climate finance pledges as well (known as
“double counting”), reporting on funds used to purchase
offsets, in an supplemental form, for example, is important to
achieve comprehensive reporting and to fully understand the
overall level of ambition to respond to climate change. For
example, the CDM guidelines indicate that the international
public finance for CDM projects should not be a “diversion of
ODA.” They require every project that uses public financing
to do so in an annex.

Reporting for bilateral adaptation projects entails somewhat
different considerations. For example, distinguishing financ-
ing for climate change adaptation projects from development
projects is a significant, near impossible challenge. The current
method the OECD DAC, BFTs, and the MDBs use for estimat-
ing investments in adaptation projects requests the funder to
rank adaptation projects on a subjective scale.>* Depending on
the score, a different portion of the investment is credited as a
climate change investment. We suggest a significant departure
from this approach.

Given the highly contextual nature of adaptation, it is very dif-
ficult to tell from the description of an activity whether or not
it is adaptive. A particular activity that supports adaptation in
one context may be maladaptive in another, depending upon
climatic, environmental, socio-economic, cultural, and insti-
tutional factors. Likewise, it can be difficult to distinguish an
adaptation activity from a run-of-the-mill development activity
based on the nature of the activity alone; the very same activ-
ity may be needed in one context to address climate change,
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Box 3 Examples of a Proposed Reporting Format for Mitigation (Energy)
Bilateral and Multilateral Reporting of Financial Contributions for Mitigation Activities
[Indicate Reporting Year]
Energy Sector
Example 1.

Recipient country or Category Solar Wind | Biomass Etc. Total Comment
channeling Power
institution

Indonesia Assess/Planning

R, D &D
Deployment
Capacity Building
Maldives Assess/Planning
R, D &D
Deployment
Capacity Building
Example 2.

Recipient country or Category Power | RE | EE | Coal/ Trans- Transport- = Total | Comment
channeling Oil/ mission & ation
institution Gas | distribution

Indonesia Assess/Planning

R,D &D
Deployment
Capacity Building
Maldives Assess/Planning
R, D &D
Deployment
Capacity Building

but in another it may be selected simply because it furthers a
development objective. In other words, adaptation is not de-
fined exclusively by what you do, but rather by why you do it.

For this reason, we propose to count adaptation financing only
for projects that are directly linked to or emerge from vulner-
ability or impact assessments, a recipient country adaptation
planning document, a climate risk screening, or another study
indicating how the selected activity can help to address a par-
ticular climate risk. The comment/reference column in the
suggested reporting format (Box 4) could be used to identify
the document or study serving as a rationale for the activity.
The format proposed for adaptation draws heavily on WRI’s
National Adaptive Capacity Framework.3! This approach (like
several others) may risk over-estimating adaptation finance.

However, if a reported finance number, the rationale for
it, and supporting documentation are all publicly available,
this risk should be at least partially mitigated.3? In addition,
the World Bank recently launched a pilot project to develop
detailed markers for the agriculture sector as part of its effort
to better estimate the financial climate change component
of supported projects. This methodology, firstly, emphasizes
the importance of only marking as adaptation activities those
which were intended from the beginning to have an adaptation
benefit, and secondly, enables project managers to count as
climate finance only the proportion of the cost of the project
directly related to adaptation.3 While these elements of the
World Bank approach do not help assure that only finance
for activities that fit the location’s climate change context is

WORLD RESOURCES INSTITUTE ‘ 12 ‘ December 2010



ISSUE BRIEF: Guidelines for Reporting Information on Public Climate Finance

Box 4

Examples of a Proposed Reporting Format for Adaptation (Water)

Bilateral and Multilateral Reporting of Financial Contributions for Adaptation Activities
[Indicate Reporting Year]
Water Sector
Example 1. Major project categories are further divided among activity type.
Recipient country Category Natural Engineering/ Social Other Total Comment
or channeling Resource | Construction Protection  Activity
institution Management Type
Indonesia Assess/Planning
R,D &D
Deployment
Capacity Building
Maldives Assess/Planning
R, D &D
Deployment
Capacity Building
Example 2. Major categories are further divided by level of intervention.
Recipient country Category International = National | Sectoral Local/ Household  Total Comment
or channeling Community
institution
Indonesia Assess/Planning
R, D &D
Deployment
Capacity Building
Maldives Assess/Planning
R, D &D
Deployment
Capacity Building

counted, they do have the potential to help decrease the risk
of overestimating adaptation finance.

A second challenge with reporting adaptation finance is the
broad diversity of activities that may be supported. In this
context, creating a reasonably sized set of comprehensive,
mutually exclusive reporting parameters can be very difficult.
Two example forms for reporting bilateral or multilateral ad-
aptation projects in the water sector are presented in Box 4.
Each would provide Parties with different information about
activities supported and would have different strengths and
weaknesses with regard to comparability and comprehensive-
ness. Example Form 1 would provide additional information
about the nature of the activity, but it may require a subjec-
tive judgment for categorization of an activity (for example,

whether an irrigation project would be categorized as a chang-
ing natural resources management practice, or an engineering
project). Example Form 2 would provide different information
about supported activities and would be able to answer differ-
ent types of questions that may interest Parties.

Separate forms would be required for other sectors or impacted
areas—for example, agriculture, energy, health, and coastal
zones. The selection of a sector set would significantly influence
the appropriateness of different reporting parameters. Indeed,
Parties would probably want to consider whether different
parameters would be needed for different sectors (though this
would significantly complicate the reporting system). We note
that both the set of potential sectors and the set of potential
parameters for reporting are large and may need to be defined
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somewhat arbitrarily after consultations with experts. Both
are likely to be modified once experience is gained through a
piloting of the new reporting format.

The advantage of this option is that the system would be under
the direct control of the UNFCCC and respond to the informa-
tion needs of the COP, including the need for completeness,
transparency, comparability, accuracy, and efficiency. However,
a new system will require new guidelines and formats for re-
porting, donor countries will have to find new ways to collect
and aggregate data, and new software will need to be designed,
tested, and maintained.

Option 3. Project-level reporting

If Parties wish to be able address very specific questions (for
example, how much financing has Indonesia received for wind
power training in the form of grants from the Overseas De-
velopment Corporation), it will be necessary to have Parties
report and characterize every project instead of aggregating
data as suggested in Option 2. This would require extending
the y-axis on all forms to allow a reporting country to list every
project undertaken with the recipient country. The x-axis would
be extended so that every type of finance, technology, and
category of support would have its own cell and a new column
would be added to allow for the source of funding—in this case,
the Overseas Development Corporation. This would provide
additional transparency by allowing Parties to report projects
having multiple types of finance, technologies, or categories
of support, depending on preferences established by the COP.
The advantage of this option is that Parties would have direct
control of information on every climate change project sup-
ported by donor countries. Such a database could prove to be
invaluable to future analysts as Parties attempt to determine
how funds have been used and whether they should be allo-
cated differently in the future. However, it creates an added
reporting burden for the donor country that could be deemed
inefficient if Parties decide it is not necessary information to
serve the objectives of the COP.

These three options, depending on how they are executed,
offer different ways of achieving an improved reporting sys-
tem, and each have tradeoffs with regard to comparability,
completeness, accuracy, transparency, and efficiency. However,
it is important to note that these options are not necessarily
mutually exclusive, but could serve as complementary in the
process moving forward.

V. CRITICAL DESIGN ISSUES AND IMPLICATIONS
OF AN IMPROVED REPORTING SYSTEM

The relationship between reporting and verification
of data

An improved reporting system would need to be comple-
mented by a review or verification process. The review process
verifies that reporting accurately reflects actual circumstances
and is done in a manner consistent with approved methodolo-
gies, thus helping to foster trust among Parties. In the case
of Annex I national GHG inventory data, a review process
exists consisting of review teams of technical experts from
both developed and developing countries that review the data
every year based on guidance from the COP. Similar reviews
are conducted for Annex I national communications, but are
generally spaced over longer time periods. Having informa-
tion from nonpolitical technical experts has allowed for the
consideration of such information by the Subsidiary Bodies
of the Convention.

An enhanced review mechanism for climate finance could
therefore take into account the experience and limitations®*
of the current review mechanisms for GHG inventories and
national communications from Annex I Parties.?® In developed
countries, a lead ministry would need to have responsibility
for consolidating financial data from multiple ministries and
making it available to reviewers. A specialized community of
financial experts would need to be recruited and given guid-
ance on how to conduct reviews. Experts would need the
cooperation of the MDBs, the OECD DAC and other institu-
tions to complete their work. Also, developing countries might
ultimately need to develop a system for collecting data upon
receipt of financing, which could be used to cross-check data
from developed countries (also known as “double-entry book-
keeping”). Finally, the COP will need to decide whether the
SBI or a new body such as the Finance Committee proposed
by some developing countries would be responsible for con-
sidering information from review teams.*

Verification - recipient country and third party re-
cordkeeping

Verification of financial data will be complicated. However,
verification of financing from one country to another or from
an MDB to a country could be enhanced if the recipient coun-
try maintains a comparable set of “books” with information
on financing received. If this were done it would also have
the benefit of providing some information on the limitations,
impacts and outcomes of project financing. The Philippines
(Resources Environment and Economics Center for Studies,
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Inc. 2010) and Costa Rica (INCAE Business School and FUN-
DECOR 2010) have undertaken initial studies toward this end
as part of their financial needs assessments. Such recipient-led
reporting would require a revision of the UNFCCC'’s suggested
guidelines for non-Annex I reporting of climate finance re-
ceived in their National Communications, as well as capacity
building to enable developing country institutions to track
international money flowing through a variety of institutions
(regional, national, non-governmental, etc.).

Other third party entities such as civil society could also play
a valuable role in cross-checking the sources and allocation
of climate financial data from developed countries as well as
the use of finance in developing countries. The Institute for
European Environmental Policy’s (IEEP) January 2009 evalu-
ation of the EU’s fulfillment of its 2001 Bonn pledge provides
one example of tracking the allocation of climate finance. The
IEEP’s assessment compiled aid data on the EU’s climate fi-
nance transfers through bilateral aid, the GEF, and MDBs.37
In addition, in the absence of a formal reporting process for
short-term climate financial flows (2010-2012) as promised in
Copenhagen in December 2009, civil society organizations
such as the World Resources Institute, climatefundsupdate.
org, and Project Catalyst have stepped in to play a de facto
role of collecting climate financial information. A study by the
Center for International Forestry Research (CIFOR) provides
an example of a third party organization reporting on the use
of finance in developing countries. The report documents the
governance structure and spending practices of the Indonesian
Reforestation Fund since 1989, including the over USD$5
billion in REDD funds that were lost to financial mismanage-
ment and fraudulent practices in the 1990s, and the attempts at
reform since then.® To be able to play such arole, civil society
would need access to financial data. Also, its current unofficial
status would need to be changed to allow for consideration
of its information in the UNFCCC processes. This could be
remedied by formally establishing clear rules and guidelines
for the participation of civil society. (Moncel et al. 2009a)

Information systems to support evaluations of the
effectiveness of public finance

In addition to tracking the generation and delivery of public
finance, Annex I Parties have expressed a need to assess the
effectiveness of projects. Over time, developed and developing
country Parties are likely to want more information on how
well projects and programmes have performed in order to
make more informed decisions on best practices for disbursing
climate finance.

Bilateral aid agencies and the MDBs currently use a variety
of software tools to manage and monitor the performance of
projects. Other project performance monitoring and evalu-
ation online initiatives exist as well separate from financial
reporting systems, such as the World Overview of Conserva-
tion Approaches and Technologies (WOCAT) network, which
catalogues sustainable land management cases at the local level
to identify needs, outcomes, and best practices.® However,
linking project management systems with financial reporting
systems would add substantial complexity to both reporting and
review systems. Parties will need to consider whether and how
such systems should be linked. Options include using existing
mechanisms to evaluate projects and programmes on a case-by-
case basis (as usually stipulated in agreements between donors
and recipient countries) or evaluating portfolios held by the
MDBs, development agencies, or the financial mechanism of
the Convention.

Institutional arrangements to report actions (NA-
MAs) and financial support

Since the 2007 Bali UNFCCC negotiations, several countries
have proposed a mechanism that includes a registry fulfilling
one or multiple functions,*” including keeping track of (1) sup-
port for domestic capacity to design, prepare and implement
NAMASs; (2) the provision of scientific advice and technical
support to developing countries; (3) support for the assess-
ment of mitigation potential of developing country actions and
their financial, technological, and capacity building needs; (4)
facilitation of knowledge sharing and best practice at various
levels; and, (5) the matching of support to NAMAs.*! A registry
could record proposed NAMAs seeking international support
and would contain information about estimated incremental
costs, estimated mitigation benefits, the type of support re-
quired, and the estimated timeline. However, the objectives
and elements of such a system have yet to be agreed upon by
Parties, including how it relates to MRV.

Other institutional arrangements are being considered in the
context of the negotiations. For example, developing countries
are suggesting the establishment of a Finance Committee that
could provide guidance to the COP in matters relating to the
financial mechanism of the UNFCCC. Several countries sug-
gest that the Finance Committee could manage the registry
and measure, report, and verify financial support to developing
countries. Another proposal suggests creating a “forum of enti-
ties” that would ensure coherence and coordination amongst
operating entities and other non-UNFCCC finance channels
and promote common measurement and reporting procedures.
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Given these different views, it is crucial that Parties decide
on institutional arrangements to measure, report, and verify
supported actions by developing countries and on a body that
will be responsible for developing the guidelines for report-
ing climate finance information by Annex I Parties, as well as
coordinating with other institutions.

Operational issues relating to existing and new data
systems

The adoption of an improved reporting system would likely
lead to the redesign of existing databases and search engines
and the introduction of new procedures for collecting and
processing financial data. For example, as previously noted,
only the OECD DAC database is searchable by mitigation
technology type. If the COP required this capability, other
institutions would need to revise the design of their databases
and search engines to make information more accessible. If
the COP were to adopt new guidance for the classification
of mitigation and adaptation projects or for projects having
multiple components, a new computer coding system would
be needed, procedures would have to be revised and training
would be initiated for either project managers or those clas-
sifying projects/activities and reporting data.*? If Parties wish
to have a centralized data system, it would require the design
of electronic reporting forms and a data storage system with an
associated search engine. Parties would need to decide where
such a centralized data system should be located. Options
might include the UNFCCC secretariat, the OECD DAC,
one of the MDBs, or a completely independent institution
or corporation. The direct and indirect costs of establishing a
centralized data system are difficult to determine at this time.
In the case of the GHG data system, most costs were spread
out over many years thereby making them acceptable to An-
nex [ Parties.

Current data collection efforts suffer from poor quality assur-
ance procedures, including: the lack of a standardized reporting
format, unclear instructions to people responsible for coding
projects, changes in personnel responsible for classifying proj-
ects, and a lack of training. To improve data quality, Parties
could consider the introduction of an instruction manual with
example cases relating to classification of projects, an e-learning
tool such as the one used to train GHG expert reviewers, and
testing material to improve the level of competency of person-
nel in aid agencies.

Supplemental information

While standardization of information is important, there are
important nuances that may not be captured in common re-
porting tables. Also, the tables may not be sufficient to fully
understand the numbers reported by Parties. For example:

e The data alone will not provide information on the sourc-
es of financing, that is, which ministries or agencies are
providing support and legal mandates for financing.

*  The budget categories of ministries often change over
time. Budget categories may be relabeled or aggregated
differently and shifted from one ministry to another.
Explanations of such changes would lead to more trans-
parency.

*  Parties may wish to have an opportunity to describe new
initiatives, examples of success stories, contact informa-
tion for key staff, and other information not revealed in
a quantitative common reporting format.

e Given the unique challenges involved in matching adap-
tation finance to the needs of a particular area, Parties
may wish to provide insights on innovative approaches
to support adaptation.

*  Given the importance of social and environmental safe-
guards in the REDD+ discussion, donors may wish to
report on how these have been addressed.

To address these issues, we recommend that in addition to re-
porting data using the format in Boxes 3 and 4, Parties provide
a supplementary report. The report could be an opportunity
to provide narrative information on how the data are compiled
within countries, priorities and new initiatives, legal mandates,
and other topics to help the reader understand the reported
data and allow for cross-checking of information. This “supple-
mental” information could be provided through the national
communications submitted by Parties to the UNFCCC, as has
been proposed by some Parties.

Phasing in an improved reporting system

In June 2010, the SBSTA agreed to a schedule to revise the
UNFCCC reporting guidelines on annual inventories for Par-
ties included in Annex I to the Convention (Part 1).%3 It has
yet to agree on a schedule to revise Part 2 of the guidelines
which includes information on how to report financial data.
We suggest the following schedule for the revision of Part 2
of the Guidelines:

1. Agreement at COP-16 (2010) on a decision to request the
UNFCCC secretariat under the guidance of the SBSTA
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to formulate a proposed decision on draft guidelines

for reporting of financial information by COP-17.

This should be done with the cooperation of all major
MDBs, the OECD DAC, BFIs, and experts from devel-
oping and developed countries. A decision at COP-16
could include a set of principles and functions to inform
the design of the guidelines.

2. Agreement at COP-17 (2011) on draft guidelines for
reporting financial information and on a process and
schedule for their introduction. (An announcement of
a number of voluntary efforts in which both developed
and developing countries would report data using the
draft guidance could energize the process.)

3. Areport at COP-18 (2012) by the SBSTA to the COP
on the voluntary experience of Parties, the MDBs, the
OECD DAC, BFIs, and others in applying the draft
guidelines.

4. Agreement at COP-19 (2013) on the final guidelines
based on the experiences of Parties, the MDBs, the
OECD DAC, BFTIs, and others in applying the draft
guidelines.

5. By 2015, reporting of financial data by Parties using the
guidelines for reporting financial information.

Connecting “fast-start” financing to a revised system
of reporting in the long-term

An improved reporting system takes time to develop. In the
meantime, it is important to ensure that financial support to
developing countries is accounted for in a clear and transparent
manner. An important outcome of COP-15 in December 2009
as contained in the Copenhagen Accord was the agreement
that developed countries would provide “fast-start” finance to
developing countries in the amount of US$ 30 billion for the
period of 2010-2012. Many developed countries have come
forward with individual fast-start climate finance pledges to
help reach this global goal.

While about 20 countries have publicly released information on
their fast-start finance,* due to the lack of a common global re-
porting format, this information is not complete or comparable.
There are gaps in transparency around how these pledges will
be allocated among countries or funding channels, if the funds
are new and additional, and for which activities (mitigation or
adaptation) the support is intended. The diversity of informa-
tion provided by Annex I Parties reflects the current absence
of a common reporting format with common definitions and

methodologies to quantify climate finance to report this sup-

port (Ballesteros et al. 2010). Moreover, the nearly real-time
nature of the disbursement processes associated with these
funds suggests that any attempt to develop guidelines for re-
porting will come too late to address questions such as those
noted above. Nevertheless, the climate change community
could learn from the experience of the various national fast-
start fund processes and this experience could serve to shape
new reporting and review systems over the coming years.

One option could be to launch a number of pilot efforts. For
example, the UNFCCC negotiating process would be helped
if several developed countries reported their fast-start finance
using a voluntary common reporting format, and offered to
have it reviewed through a voluntary system. Countries have
already begun to list their fast-start finance in an ad-hoc man-
ner through a Netherlands-led online initiative.*> The World
Resources Institute has also begun to compile information on
countries’ fast-start finance pledges, a process that has shed
light on gaps and areas where current reporting systems can

improve.*

Fast start reviews could identify institutional issues relating
to collecting and synthesizing data in developed countries,
differences arising from different terms such as “budgeted,
appropriated, approved, or expended” funds, and the practical
problems likely to be encountered in conducting reviews. In so
doing, reviewers would come to understand which countries
received funds and for what types of projects.

Another option is to try tracking data by sector, such as REDD,
since related, voluntary efforts are underway in the context
of the Forest Carbon Partnership Facility (FCPF)*" and the
Interim REDD+ Partnership.*$

Following the money trail over time will be a challenge, but
just as GHG inventories were permitted to be updated as new
methodologies emerged, a flexible financial review system
could allow for the consideration of the knowledge gained
from different types of pilot efforts.
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VI. CONCLUSIONS AND RECOMMENDATIONS
Current reporting of public sector financing for climate
change projects by bilateral and multilateral institutions lacks
transparency, completeness, consistency, and accuracy. No
integrated international system currently exists for storing
and accessing financial data, although individual components
of a system reside in the OECD, the MDBs and the private
sector. As a result it is difficult to determine what categories
of projects are being funded (e.g., capacity building, training,
planning, assessments, analysis, research and development,
and technology deployment); what types of funds (grants,
loans, and guarantees) are being provided; what the financing
trends are in particular sectors, technologies and measures;
and, whether financing is new and additional. In particular,
current efforts to categorize adaptation projects provide little
insight about the types and levels of funding. Consequently,
the COP should decide to:

“Request the SBSTA to revise the guidelines for the
reporting of information in national communications
by Annex I Parties to the Convention, part II: UNFCCC
reporting guidelines on national communications (De-
cision 4/CP.5), including the development of reporting
formats for finance, with a view to adoption of the en-
hanced reporting guidelines by COP-17.”

Parties could make significant improvements by adopting a
standardized financial reporting format with common defini-
tions and methodologies to quantify climate finance based on
some of the components of existing systems. This reporting
format should ensure that reporting is complete, transparent,
comparable, accurate, and efficient. However, before launching
an effort to either revise or initiate a new means of collecting
financing data, Parties to the Convention ought to give con-
sideration to what questions they need to answer. The types
of questions will determine the extent of any expanded data
collection effort and its likely cost.

Assuming the need for pilot projects to gain experience with
the draft guidelines over a period of two years and the need to
develop electronic reporting forms and an associated database,
a fully operational system could be available by 2015. This will
not satisfy the need for more transparency regarding fast-start
funding under the Copenhagen Accord, but it would put the
tracking of financial information on a sound long-term path.

There are widely divergent views between developed and
developing countries regarding whether financing for climate
change is new and additional to official development assistance.

An improved reporting format for bilateral and multilateral
financing would improve understanding of this issue. Better
data would eventually allow Parties to determine whether there
has been an increase or decrease in climate finance over time.
However, by itself, improved climate finance data will not be
able to shed light on whether or not funds for climate change
are new and additional to official development assistance, par-
ticularly in the absence of an agreed baseline for additionality.
To do that, countries would have to rely on other data sources
outside the purview of the UNFCCC. A transparent reporting
process can nevertheless help inform this discussion and build
trust and understanding between developed and developing

countries.

The adoption of a revised or new reporting system in the
absence of a process to review data will not build significant
trust among Parties. Having independent nonpolitical techni-
cal financial experts review financial data will allow bodies of
the Convention to reasonably consider such information and
build trust. A review process for the reported climate finance
could build on the current UNFCCC review systems for Annex
I GHG inventory data and national communications.

The adoption of an improved reporting system would likely
lead to the redesign of existing databases and search engines
and the introduction of new procedures for collecting and
processing financial data. In the case of GHG accounting, most
costs were spread out over many years thereby making them
acceptable to Annex I Parties.

While this paper did not address private finance for climate
change, further research is clearly needed on this topic. The
UNFCCC could make a contribution to such an effort by
requesting the Secretariat organize a workshop to explore
this issue.
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VII. ENDNOTES

1.

The Copenhagen Accord requires that “financing by
developed countries be measured, reported and verified

in accordance with existing and any further guidelines ad-
opted by the Conference of the Parties, and will ensure that
accounting of such targets and finance is rigorous, robust
and transparent.”

The importance of tracking these pledges through a robust
and transparent measurement, reporting, and verifica-
tion (MRV) system is demonstrated by the experiences of
similar pledges made by developed countries in the lead
up to the Kyoto Protocol during a 2001 UNFCCC meeting
in Bonn. At the meeting, the European Union, Canada,
Iceland, New Zealand, Norway, and Switzerland pledged
to provide US$410 million annually until 2008 for cli-
mate change adaptation. Of this amount, the then-15 EU
countries pledged to provide US$369 million. While the
EU affirms that it has delivered on its pledge, the data is
insufficient to prove that this is the case due to inadequate
transparency and reporting and a lack of agreement on
what qualifies as climate finance (Moncel et. al. 2009a)

The MRV of finance provisions of the Bali Action Plan are
explicitly applied only to finance-supporting developing
country Nationally Appropriate Mitigation Actions (NA-
MAs) and are not explicitly applied to adaptation actions.
However, most countries do not make this distinction when
referring to MRV of finance in their submissions, nor is it
made in the Copenhagen Accord (Moncel et al. 2009b).
For a discussion of the difficulties in compiling FDI data
and interpreting what is available, see IMF/OECD 2003
and UNCTAD 1998.

For more information on potential baselines for additional-
ity, see Stadelmann et. al. (2010) and Brown et. al. (2010),
who outline various baseline options.

Report of the Secretary-General's High-level Advisory
Group on Climate Change Financing.” High-Level Advi-
sory Group on Climate Change Financing. November 5,
2010. http:/Avww.un.org/wem/webdav/site/climatechange/
shared/Documents/AGF _reports/AGF_Final_Report.pdf

These numbers are estimates given that China does not
publicly release foreign aid-related data.

“Brazil’s foreign-aid programme: Speak softly and carry a
blank cheque.” The Economist. July 15, 2010. http://www.
economist.com/node/16592455story_id=16592455

9. “Efficient” is included here but is not a principle included
in the national GHG reporting guidelines on inventories.

10. A few Parties provided data for 2005-06.

11. Liechtenstein, Slovenia, and Slovakia in their fifth national
communications provided some detailed information on
climate assistance. As of May 13, 2010, Turkey and Monaco
had not yet submitted their fifth national communication.

12. This includes grants or loans to developing coun-
tries. See OECD’s “Official Development Assis-
tance,” online at http:/www.oecd.org/glossary/0,2586,
en_2649_33721_1965693_1_1_1_1,00.html#1965586

13. See “User’s guide to the CRS Aid Activities database,”
online at: http://www.oecd.org/document/28/0,3343,
en_2649 34447 14987506_1_1_1_1,00.html

14. Information on the Rio Markers is only available in the
CRS, and is not aggregated in the DAC database.

15. Non-DAC member countries include Chile, the Republic
of Korea, Mexico, Poland, the Slovak Republic, and Turkey.

16. The OECD is currently attempting to expand their data-
base to include more multilateral donors and major foun-
dations, such as the Bill and Melinda Gates Foundation
(E-mail correspondence with the OECD, August 2010).

17. “OECD methodology for calculating imputed multi-
lateral ODA.” Organisation for Economic Co-oper-
ation and Development (OECD). Accessed: August
9, 2010. http://swvww.oecd.org/document/54/0,3343,
en_2649 34447 _41037110_1_1_1_1,00.html

18. The DAC encourages reporting countries to report mul-
tiple activities in the place of one activity with multiple sec-
tors in order to correct this problem. However, this is only
possible with smaller projects.

19. They are applied to entire aid activities based on a three-
tiered value of degree. Projects whose principal objective
is entirely climate change are given a 2. Those that could
have a significant climate component ranging from 10 to 90
percent of the project are given a 1. Those which are not
targeted for climate change and are deemed to be entirely
for development purposes are given a 0. Any data obtained
through the system is therefore highly uncertain.

20. Starting January 1, 2010, DAC members began to apply a

new adaptation marker when reporting aid to the CRS. The

marker, however, will be applied to aid in the same vein as
the other markers (i.e., to the whole aid activity based on a
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three-tiered value of degree system) and will thus not ac-
curately track aid for mainstreamed adaptation activities.

21. Internal databases can be used by MDBs to present results
on specific trends as they contain considerable details on
projects. For example, the IADB is currently working on
developing indicators that would allow it to have a first
simple screen for determining if projects have mitigation
and/or adaptation characteristics. The IADB is also under-
taking a portfolio assessment with regard to adaptation and
risks to climate change impacts.

22. Reports available at: SEFI, “Creating the Climate for
Change,” http://sefi.unep.org/english/home.html

23. See New Energy Finance at http:/www.newenergyfinance.
com/

24. See Dealogic at http://www.dealogic.com/en/index.htm

25. Similar tables would be needed for other sectors, for exam-
ple, industry, agriculture, forestry, and waste management.

26. For a more detailed explanation of the content of these
tables, see Appendix I.

27. In instances of support for a regional entity, Parties should
indicate the countries in the region that are expected
to benefit from the finance. Reporting should indicate
whether the regional entity will spend particular amounts in
particular countries, or if the finance is for capacity building
of that regional entity.

28. Parties should indicate the fund(s) or other institution(s)
through which finance was channeled. Examples include
global channels (e.g., World Bank PPCR, LCDF, SCF,
Kyoto Protocol Adaptation Fund, UNDP, UNEP), regional
channels (e.g., SPREP, regional climate centers, regional
development banks), national channels (e.g., recipient
country climate trusts or other “basket funds,” budget-
ary support), or via sub-national channels (e.g., direct to
a NGO, research institute, or sub-national government

body).

29. Parties providing financial support directly to an MDB or
a specialized fund would only fill out the amount, type of
funding, and the channeling institution/fund.

30. Development projects that are deemed to be 90-100
percent relevant to climate change are ranked 2. Those
that are deemed to be 10-90 percent relevant are ranked
1. Projects that are deemed to be 0-10 percent relevant are
ranked 0.

31. “National Adaptive Capacity Framework.” World Resourc-
es Institute. http:/www.wri.org/project/vulnerability-and-
adaptation/nac-framework

32. Adaptation measures are typically determined through a
process of assessing climate change vulnerability and risks,
identifying priority adaptation needs, and selecting a mea-
sure from among several options that might meet the needs
(see the UKCIP Climate Wizard or the Cristal tool for
prominent examples of such processes). While processes
vary significantly in their resources, participants, and deci-
sion criteria, there is usually some form of documentation
that can provide evidence of why a measure was selected.
Stakeholders close to the process will be best able to judge
whether appropriate considerations were made.

33. Final guidelines should be ready in early 2011 for use by
World Bank programmes. A portfolio review will be carried
out for FY11 and, based on that review, a baseline will be
developed. The marker system will be mandatory from
July 2012 onwards. Preliminarily the OECD DAC has
suggested that the system may be a basis for developing a
common ground for the quantification of the Rio Markers
in the long run. Source: Personal communications for Ari
Hubhtala, Senior Environmental Specialist, and Per Ryden,
Senior Sustainable Land Management Specialist, at the
World Bank.

34. One limitation of the reviews of national communications
arises from the composition of review teams and their man-
date. For example, since financial data are only one aspect
of a national communication, review teams rarely include
financial specialists or have the time to assess financial data
in depth, nor is it clear that they have a mandate to do so.

35. According to decisions 2/CP.1, 9/CP2, 6/CP.3 and 33/CP.7,
26/CMP.1 and 7/CP.11 each national communication of
an Annex I Party is subject to an “in-depth” review. The
in-depth review is conducted by an international team of
experts, and coordinated by the UNFCCC secretariat. The
review of each national communication typically involves
a desk-based study and an in-country visit and aims to
provide a comprehensive, technical assessment of a Party’s
implementation of its commitments. The in-depth review
results in an in-depth review report, which typically ex-
pands on and updates the national communication. The in-
depth review reports aim to facilitate the work of the COP
in assessing the implementation of commitments by Annex
I Parties. The reports also allow easier comparison of infor-
mation between the national communications of Parties,
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36.

37.

38.

39.

40.

41.

49,

43.

44.

although no common indicators are employed. Subsequent
COPs have requested streamlining of this process, but the

basic elements remain the same.

“Review Process.” United Nations Framework Conven-
tion on Climate Change (UNFCCQ). http://unfccc.int/
national_reports/annex_i_ghg_inventories/review_process/
items/2762.php

Pallemaerts, M. and J. Armstrong. 2009. “Financial Support
to Developing Countries for Climate Change Mitigation
and Adaptation: Is the EU Meeting Its Commitments.”
Institute for European Environmental Policy (IEEP), Janu-
ary 29. http://www.ieep.ew/publications/pdfs/2009/sds_pa-
per_funding.pdf

Barr, Christopher et. al. Financial Governance and Indone-
sia’s Reforestation Fund during the Soeharto and post-
Soeharto periods, 1989-2009: A political economic analysis
of lessons for REDD+. Occasional paper 52. Center for
International Forestry Research (CIFOR). Bogor, Indone-
sia. 2010.

The World Overview Conservation Approaches and Tech-
nologies (WOCAT). http:/Avww.wocat.net/

FCCC/AWGLCA/2010/14. “Negotiating Text.” Note by

the secretariat. August 13, 2010. http://unfccc.int/resource/
docs/2010/awglcal2/eng/14.pdf.

For more information and country positions on the registry,
see McMahon and Moncel 2009 and McMahon et. al. 2010.

The World Bank Group (WBG) has a pilot project to test

a new classification system using sector/subsector specific
indicators to track the WBG’s progress in building a more
climate-resilient and sustainable investment portfolio. As
part of this process, the WBG is also improving its portfolio
tracking and monitoring system to better track investments
that yield climate-related benefits. Results from this pilot
are expected late this year (World Bank 2010).

UNFCCC/SBSTA/2010/6, Report of the Subsidiary Body
for Scientific and Technological Advice on its thirty-second
session, held in Bonn from 31 May to 10 June 2010, page
12

See, for example, the U.S. report on FY2010 fast-start
finance (U.S. Department of State, Bureau of Oceans, En-
vironment, and Science 2010), or the EU fast start finance
report for Cancun (Council of the European Union 2010),
which includes select information on fast-start finance by
using a common reporting format for its member-states.

45.

46.

47.

48.

“Fast Start Finance.” Government of the Netherlands. last
modified September 2, 2010, http://www.faststartfinance.
org/

Athena Ballesteros, et. al. “Summary of Developed Country
Fast-Start Climate Finance Pledges.” World Resources
Institute. http://www.wri.org/publication/summary-of-de-
veloped-country-fast-start-climate-finance-pledges.

As part of the REDD readiness process, the FCPF has
asked that REDD countries have systems in place to track
various financial flows coming in from different programs

and how they plan on using this money.

The Interim REDD+ Partnership recently surveyed
developing countries, developed countries, multilateral
institutions, and large international organizations on their
REDD+ activities, including financing for REDD+ dis-
persed or received. While the survey did not require coun-
tries to report or to adhere to a common reporting format,
lessons learned from this effort can help provide feedback
for moving forward with an improved reporting system,
for how ‘double-entry bookkeeping’ might work, and how
reporting on REDD finance might need to be treated dif-
ferently from reporting on finance from other sectors such
as adaptation or mitigation. The Interim REDD+ Partner-
ship’s REDD+ Financing and Activities Survey can be
found here: http://www.oslocfc2010.no/documentslinks.cfm
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VIII. APPENDICES

Appendix I - Explanation of Proposed Reporting Formats

Mitigation

Column Heading

Recipient country or
channeling institution

This column can be filled in with the recipient region or country for donor Party or multilateral institution
reporting. In instances of support for a regional entity, Parties should indicate the countries in the region that are
expected to benefit.

In the case of donor Party reporting in which climate funds are being channeled through an intermediary
institution, this column should indicate which fund(s) or other institution(s) finance was channeled through.
Institutions for channeling mitigation finance are currently proliferating. Examples include global channels (e.g.,
World Bank, the GEF), regional channels (e.g., regional development banks), national channels (e.g., recipient
country climate trusts or other “basket funds,” budgetary support), or sub-national channels (e.g., direct to an
NGO, research institute, or sub-national government body).

Category

Successful mitigation will require a wide variety of activities, and these will vary significantly from country to
country and over time. The finance flowing to each country should be broken down by the following key catego-
ries:

o Assessment and planning - Assessment is the process of examining available information to guide
decision-making. This includes assessing the GHG abatement options, reduction potential, costs and ben-
efits, and impacts (environmental, social, and economic) of a mitigation activity. Planning that takes into
account the assessments is needed on both the micro and macro level, and for both mitigation measures
and the development of national systems that can facilitate mitigation. Examples of macro-level plans
include countries’ national Low Carbon Development Plans. Effective processes for planning will engage
a wide range of stakeholders, will be made transparent to the public, will prioritize issues and sectors, and
will enable review and adjustment of plans and priorities as circumstances change.

o Research, development and demonstrations - This includes, for example, support for projects, networks,
or organizations undertaking scientific research, data collection, systematic observation and development
of new technologies or methods to understand and mitigate climate change. It could also include demon-
strating the feasibility of a technology or policy in order to build awareness around less known but effective
solutions and to attract private funding.

o Deployment — Deployment is the implementation of plans, measures, and technologies to actively and
concretely decrease emissions. For example, this could include constructing a solar power plant, building
an energy efficient building, or reforesting a previously deforested area.

o Capacity building - Building capacities for all the above activities is a critical component of mitigation.
Additional key mitigation activities for which capacity building may be needed include:

° Coordination — Mitigation requires action by disparate actors at multiple levels, both within and
outside of government. Coordination of their activities helps avoid duplication or gaps and can create
economies of scale in responding to challenges. Coordination may be horizontal (e.g., among minis-
tries), vertical (e.g., among national, global and sub-national actors), or inter-sectoral (e.g., between
government and business).

° Information management — This consists of collecting, analyzing and disseminating knowledge in
support of mitigation activities. Relevant information will vary but at a minimum typically covers GHG
emissions and energy use by sector. Good information management will ensure that information is
useful and accessible to stakeholders. It may also involve building the capacity of stakeholders to use
information for mitigation.

° Public awareness — This includes developing and implementing public awareness programs, increasing
public access to information, and increasing public participation in addressing climate change and its
effects. It consists of, among other things, aid to education ministries, administration and management
systems; institution capacity building and advice; curriculum and materials development; educational
facilities, equipment, and materials development; and training teachers.

° Training — Training personnel to carry out the activities mentioned above.

° Monitoring/Review — The monitoring and review of GHG emissions and policies will be necessary for
evaluating progress domestically and assessing and revising strategies based on those findings. It could
also be useful internationally to increase transparency and communication around the actions countries
are taking, in turn inspiring more ambition in the international system.

(continued on next page)
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Column Heading Explanation

Activity type Examples 1 (energy): Example 2 (energy):
CCS Power: Includes generation of electricity from coal, oil, gas, and
Biomass nuclear.
Biofuel Renewable Energy: Hydro, wind, geothermal, biomass, solar for
Biogas electricity production and for thermal applications, including hot
Municipal waste water for households.
Ocean power Energy Efficiency: Includes efficiency improvements in energy sup-
Wind power ply and demand and improvements in district heating.
Solar energy Coal/Oil/Gas: Includes support for mine rehabilitation and mine
Geothermal energy closing and coal, lignite, and peat mining. Includes crude oil and
Hydro-electric power plants natural gas liquids (NGLs), fuel quality, gas distribution, oil and gas
Nuclear power plants pipelines, liquefied natural gas (LNG) plants, liquid fuels, including
Clean-coal power plants liquefied petroleum gas (LPG), manufactured gases, natural gas and
Electrical transmission/distribution its fuel products, and refineries.
Gas distribution Transmission and distribution: Transmission and distribution of
Renewable power generation electric energy for sale to household, industrial, and commercial
Energy efficiency users.

Transportation: Includes rail, air, and land transport infrastructure,
rapid transit systems, traffic management, and other systems

Total Indicates the total amount disbursed (in U.S. dollars at the time of dispersal) during the reporting year that
supported an mitigation activity or the mitigation component of an activity for each row. In the case of funds
channeled through an intermediary institution, the amount should only include funding for climate change.

Reference or comment This comment section should include a justification of how the countries’ financed activities further mitigation.
For example, this could be a reference to an environmental impact assessment.

Adaptation
Column Heading Explanation
Recipient country This column can be filled in with the recipient region or country for reporting by donor Parties or multilateral

or channeling institution | institutions. In instances of support for a regional entity, Parties should indicate the countries in the region that
are expected to benefit.

In the case of donor Party reporting in which climate funds are being channeled through an intermediary
institution, this column should indicate which fund(s) or other institution(s) finance was channeled through.
Institutions for channeling adaptation finance are currently proliferating. Examples include global channels (e.g.,
World Bank, PPCR, LCDE, SCCE, Kyoto Protocol Adaptation Fund, UNDP, UNEP), regional channels (e.g.,
SREP, regional climate centers, regional development banks), national channels (e.g., recipient cou tl(r)y climate
trusts or other “basket funds,” budgetary support), or sub-national channels (e.g., direct t Yan 5 re%e%er)éhp age
institute, or sub-national government body).
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Column Heading Explanation

Category Successful adaptation will require a wide variety of activities, and these will vary significantly from country to
country and over time. The finance flowing to each country should be broken down by the following key catego-
ries:

o Assessment and planning - Assessment is the process of examining available information to guide deci-
sion-making. This may include assessments of vulnerability, climate change impacts, adaptation practices,
and the climate sensitivity of development activities. Planning that takes into account the assessments is
needed on both the long- and short-term, and for measures and national systems that can facilitate adapta-
tion. Examples include countries’ national, state, or regional adaptation plans, “mainstreaming” plans,
effective processes for engaging stakeholders, methods to prioritize issues and sectors, processes to review
and adjust plans, and processes for dispute resolution.

o Research, development and demonstrations - This could include, for example, aid for various networks
or organizations supporting research, data collection, systematic observation, and development of new
technologies or methods to understand and adapt to climate change. This could also include demonstrating
the feasibility of measures, policies, and technology to draw attention to less known but effective solutions
and to attracting private funding.

o Deployment - Deployment is the implementation of plans, measures and technologies to actively and con-
cretely manage risk and address vulnerabilities to climate change. For example, this could include imple-
menting a micro-insurance scheme or building an irrigation system to increase access to water.

o Capacity building - Building capacities for all the above activities is a critical component of adaptation.
Additional key adaptation activities for which capacity building may be needed include:

° Coordination — Adaptation requires action by disparate actors at multiple levels, both within and
outside of government. Coordination of their activities helps avoid duplication or gaps, and can create
economies of scale in responding to challenges. Coordination may be horizontal (e.g., among min-
istries), vertical (e.g., among national, global, and sub-national actors), or between government and
business or civil society.

° Information management - This consists of systems for collecting, analyzing, and disseminating data
and information in support of adaptation activities. Relevant information will vary, but at a minimum
typically covers climate variables, the status of natural and human systems, and existing coping strate-
gies. Good information management will ensure that information is useful and accessible to stakehold-
ers. It may also involve building the capacity of stakeholders to use information for adaptation.

° Public awareness — This includes developing and implementing public awareness programs, increasing
public access to information, and increasing public participation in addressing climate change and its
effects. It consists of, among other things, aid to education ministries, administration, and management
systems; institution capacity building and advice; curriculum and materials development; educational
facilities and equipment development; and training teachers or media representatives.

° Training — Training personnel to carry out the activities mentioned above is one component of capac-
ity building.

° Monitoring/Review — The monitoring and review of adaptation policies and measures will be neces-
sary for evaluating progress domestically and assessing and revising strategies based on those findings.
It could also be useful internationally to increase transparency and communication around the actions
countries are taking.

Activity type* Natural Resources Management: Activity emphasizes changing natural resource management practices (e.g., for
managing water, land, protected areas, fisheries) as an adaptation strategy.

Engineering/Construction: Focuses on construction or changes to the built environment (e.g., roads, building
codes, sea walls) as an adaptation strategy.

Social Protection: Focuses on the creation or modification of social protection mechanisms (e.g., insurance,
credit, asset transfer, safety nets) as an adaptation strategy.

Total Indicates the total amount disbursed (in U.S. dollars at the time of dispersal) during the reporting year that
supported an adaptation activity or the adaptation component of an activity for each row. In the case of funds
channeled through an intermediary institution, the amount should only include funding for climate change.

Reference or comment This section should reference how the projects are directly linked to or emerge from a vulnerability or impacts
assessment, a recipient country adaptation planning document, a climate risk screening, or another study.

*Separate activity type categories will be needed for other sectors such as agriculture and forestry, industry, waste management, etc.
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Appendix II - Procedure for Estimating Investments

in Energy Efficiency and Renewable Energy

The ADB’s 2009 Energy Policy has the promotion of clean
energy as one of its three key pillars and targets US$2 bil-
lion in renewable energy and energy efficiency investments
by 2013. To effectively monitor and evaluate ADB’s prog-
ress, a methodology has been established to quantify ADB’s
clean energy investments. The reason for this is that, for
example, an investment in a wind or solar power farm can
be clearly attributed to renewable energy and the whole
amount of the investment can be counted towards the cur-
rent US$1 billion clean energy target.

However, for many projects it is not so simple. Often, clean
energy is only a component of a project. For example, some
projects address several sectors at the same time, such as
those dealing with the rehabilitation of urban infrastruc-
ture. Such a project can cover poor road systems, wastewa-
ter treatment, more efficient water pumps, and reducing
water losses during distribution (non-revenue water). In
such a case, there are clear energy efficiency gains from
decreasing non-revenue water, as each cubic meter of water
saved represents energy conserved in its pumping, filter-
ing, and any other processes that use energy. There are also
gains from replacing old, outdated, and inefficient pumps
with modern energy-efficient pumps. The ADB computes
the percentage of efficiency gains for the investment and
counts only that percentage of the ADB investment amount
toward its target investment of US$1 billion.

For detailed methodologies of cost estimations for a variety
of clean energy project components (e.g., renewable en-
ergy, energy efficiency, and fuel switching), see the ADB’s
“Guidelines for Estimating Asian Development Bank
(ADB) Investments in Renewable Energy and Energy Ef-

ficiency Projects.”
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Appendix III - Major MDB Aid Databases

MDB

Database Format

Reporting Markers

Issues

IADB

Provides information
on a project-by-project
basis. Can search the
project database based
on a keyword search.

Organizes aid by sector and subsector.

Provides information on the type of
finance (loan, grant, guarantee, or invest-
ment), as well as on the status of the project
(preparation, approved, implementation, or
completion).

It does not provide aggregate data on aid, but merely
provides project-by-project information.

Climate change is a sub-sector that is applied gener-
ally to both mitigation and adaptation efforts and

is not applied to all projects that address climate
change. For example, a project that promotes
sustainable management of forests may be tagged
with “Environmental Programs” even though it is
relevant to climate change.

Under the energy sector, there is only a general “al-
ternative sources of energy” subsector classification
that is not broken up into the various technologies
like solar and wind. If you want to isolate projects
for a specific technology, it would have to be done
by keyword search.

World
Bank

Provides information
on a project-by-project
basis that can be sorted
based on a keyword
search, or by region,
country, area, goal,
theme, or sector.

Provides aggregate data
by country for some
countries, including
aggregate data by one
of ten general sector
classifications.

The World Bank tags aid based on sector
and theme (i.e., the goals/objectives of
Bank activities). It also has a separate
marker that tags aid based on its environ-
mental impact (based on an environmental
screening that the World Bank must do
according to its Safeguard Policy on Envi-
ronmental Assessment).

Up to five sectors can be applied to a single
project, and the sectors are applied based
on the percentage of the project they are
relevant to.

Each project page provides fairly detailed
information, including the type of finance
and the status of implementation.

It does not provide aggregate data by sector (beyond
the ten general classifications within each country).
It only provides aggregate data for a small number
of countries.

While the sector classifications are applied in
percentages, one cannot aggregate aid numbers by
specific sector or theme.

Projects are marked with general sectors such as
“Renewable Energy” and general themes such as
“Climate Change”” The renewable energy marker

is not broken up into the various technologies like
solar and wind, so a keyword search is necessary to
isolate projects for a specific technology. There is

no adaptation marker (although the World Bank is
working on creating one), and there is no marker for
the type of activity.

CIFs

Unlike many other
MDBs, the CIFs do
not compile their
financial information
in a database. The CIFs
compile numerical
pledges from countries
in a brief table, which
is supplemented by
trustee reports provid-
ing more information.

The table divides up aid by country and by
contribution to the two CIF Trust Funds—
the Clean Technology Fund (CTF) and the
Strategic Climate Fund (SCF). Contribu-
tions to the CTF are further divided into
funds for the Pilot Program for Climate
Resilience, the Forest Investment Program,
Scaling Up Renewable Energy, and others.

The trustee reports distinguish the funds
by grant, loan, or capital.

It only provides information on the numerical
pledge and delivery of the finance and not on the
use or implementation.

Aid is not distinguished by technology type or spe-
cific adaptation objective.

ADB

Provides information
on a project-by-project
basis. Can sort projects
based on several met-
rics: keyword search,
country, sector, status,
type of assistance, and
approval year.

Project status: “proposed”, “approved”, or
“closed or cancelled”

Type of finance: Public sector - loans,
technical assistance, regional TA, or grants,
guarantees and equity investments (techni-
cal assistance figures are clearly separated
from loans and grants), or private sector.

Provides information on implementation
progress.

It does not aggregate data at all.

Information on implementation progress is often
out of date.

Projects are marked with general sectors such as
“energy;” which is not broken down into the various
technologies like solar and wind. Isolating projects
for a specific technology have to be done by key-
word search.

There is no adaptation or climate change marker,
and there is no marker for the type of activity.

(continued on next page)
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MDB

Database Format

Reporting Markers

Issues

GEF

Provides information
on a project-by-project
basis. Can sort projects
based on several met-
rics: keyword in title,
country, focal area,
GEF Agency, project
size, fund, size of the
financing, and approval

Projects are tagged with one of seven
focal areas, including climate change and
biodiversity.

Information is not aggregated, except for by country.
The climate change tag is broad and is not broken
down into various energy technologies or adapta-
tion. Isolating projects for a specific technology have
to be done by the title keyword search.

year.

Provides country
profiles, which includes
aggregate informa-
tion on the Resource
Allocations (RAF) for
each country.

Appendix IV - Information Pertinent to the MRV of Climate Finance

Information included

in Appendix I

Amount of aid
provided

Definition and Importance

The amount of financing in a currency designated by Parties.

Recipient country/
region

Channeling
institution

Examples include global channels (e.g., World Bank, PPCR, LCDE, SCE, Kyoto Protocol Adaptation Fund, UNDP,
UNEP, the GEF), regional channels (e.g., SPREP, regional climate centers, regional development banks), national

channels (e.g., recipient country climate trusts or other “basket funds,” budgetary support), or sub-national chan-
nels (e.g., direct to an NGO, research institute, or sub-national government body).

Donor country

Information on the donor country when aid is channeled through an intermediary institution.

Category For example, the amount of financing for: (1) Assessment and planning, (2) research, development and demon-
strations, (3) deployment, and (4) capacity building.
Activity type The amount of financing for particular mitigation or adaptation activity.

Justification of climate
change objective

Information demonstrating that the aid is actually furthering climate change objectives, through referencing
reports such as environmental or vulnerability impact assessments.

Type The type of financing: loan, grant, or guarantee. This might also include equity financing.

Source Standard budgetary appropriations or innovative sources of finance such as carbon markets or taxes.
New An indication whether the funds represent an increase of existing or previous climate funds.

Leveraged funds The amount of money contributed by the private sector (not another bilateral or multilateral institution).

Status of delivery

An indication of whether funds have been obligated (delivered).

Narrative

Information on innovative mechanisms or programs, for example, success stories or other information not cap-
tured in the reporting tables.
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GLOSSARY OF ACRONYMS

ADB Asian Development Bank

AFD Agence Frangaise de Développement

BASIC Brazil, South Africa, India and China

BFI Bilateral Financing Institution

CDM Clean Development Mechanism COP
Conference of the Parties to the UNFCCC

CIFs Climate Investment Funds

CRS Creditor Reporting System

DAC Development Assistance Committee

EE Energy Efficiency

ETS Emissions Trading Scheme

EU European Union

FCPF Forest Carbon Partnership Facility

FDI Foreign Direct Investment

GDP Gross domestic product

GEF Global Environment Facility

TADB Inter-American Development Bank

1IEA International Energy Agency

IEEP Institute for European Environmental

Policy

IMF International Monetary Fund

JICA Japan International Cooperation Agency

Kfw Kreditanstalt fiir Wiederaufbau

LDCF Least Developed Countries Fund

MDBs Multilateral Development Banks

MDGs Millennium Development Goals

MRV Measurement, reporting and verification

NAMA Nationally Appropriate Mitigation Action

NGO Non-governmental organization

ODA Official Development Assistance

OECD Organisation for Economic Co-operation
and Development

PLAID Project-Level Aid Database

PPCR Pilot Programme for Climate Resilience

R, D &D Research, Development and Demonstra-

tion

RE Renewable Energy

REDD Reducing Emissions from Deforestation

and
Degradation

SAARC South Asian Association for Regional
Cooperation

SBSTA Subsidiary Body for Scientific and
Technological Advice

SCCF Special Climate Change Fund

SEFI Sustainable Energy Finance Initiative

SPREP South Pacific Regional Environment
Programme

UN United Nations

UNCTAD UN Conference on Trade and Develop-

ment

UNDP UN Development Programme

UNEP UN Environment Programme

UNFCCC UN Framework Convention on Climate
Change

U.S. United States
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