?Carbon ﬁnancmg |5
key to PPP model

HEREISA need to ﬁnd ways
Tof engaging new private in-
vestors, particularly institu-
 tional investors to help address

the climate financing gap. To en-
gage the private sector, expected

_ returns on climate-related invest- |

~ ment should be commensurate

with the perceived level of risk.
This is, however, often not the
case and the private sector con-
tinue to face challenges in invest-

ing in the low carbon sector. But,

_ despite the concerns, the poten-'
_ tial of public-private partnership

(PPP) may be wasted if profit is
‘the main motivation for the pri-

vate sector. Rather, combating
~and transfer of technologies

climate change along with cli-
mate proofing of interventions

and commitment t_o_ corporate._
 social responsibility (CSR) must

be a priority for business.

 Leverageismoreoftenbroadly
applied to a set of instruments

provided by a financial institu-
tion that encourage and catalyse

other public and private invest-
~ment by reducing investment

. risk or increasing project returns

enough to attract private inves-

- tors. A ratio of total private for-
_eign direct investment (FDI)

 flows to the net public guarantee

coverage issued and ratio of the

net present value of the carbon

finance unit to the overall capital _
investment needed for the proj-
 does infrastructure financing
~along with pubhc and private in-
- vestors, This is more relevant in
renewable energy projects which
- support infrastructure as solar or
- Clean Technology Fund (CTF),
- and Feed in Tariff and Infrastruc-

 ect are some of the leverage ra-

tios which are used in chmate
change financing.

Carbon Finance (CE), Global

~ Environmental Facility (GEF),

ture Investments (FiT) are some
of the financing models for cli-
mate change financing. The
‘World Bank Carbon Finance Unit
(CFU) uses moneycontnbutedby
governments and companies in

OECD {Organisation for Feo-
nomic Cooperation and Develop-
ment) countries to purchase proj-
gas

ect-based greenhouse
emission reductions in develop-

-dng-countries and countries.with

economies in transition. Carbon

Finance prov1des a means of le-.
veragmg new pnvate and public

- investment into projects that re-

duce greenhouse gas emissions,
thereby mitigating climate change
‘while contributing to sustainable

' The PPP
' model
can promote
‘green economies

development The GEF is today-
the largest funder of projects to
improve the global environment,
which is supported by vatious UN
bodies and World Bank. The GEF
has in the past used the term le-
veraging to imply co-financing.

- The GEF requires that co-finance

from other public agencies is pro-
vided for the GEF projects as it
expands the resources available to
finance environmental objec—
tives.

_ The CTFis one of the climate
investment funds which prowde
developmg countries with posi-

tive incentives to scale up the

demonstration, deployment,

with a high potential for long-

term greenhouse gas emissions

savings. The CTF concessional

financing focuses on large-scale,

country-initiated projects in
power sector, transport sector
and energy efficiency. In partic-

‘ular, the PPP are emerging as a
“successful business model with- -

in the Clean Technology to cre-
ate scale and mobilise necessary
funding. Feed in Tariffs (FiT) are

_payments to ordinary energy us-
-ers for the renewable energy '

they generate. The tariffs give
three financial benefits such as
generation tariff, export tariff
and energy bill savings. In cer-
tain projects World Bank Group

wind power.
To attract private sector in-

‘vestment in climate change

there should be effective poli-

cies; policies are well designed

and ensure the effectiveness of

the institutions charged with

implementing these policies. In
particular, relevant regulatory or
over31ght bodies should have ap- -
propriate resources, and have
the ability and authority to en-
sure that climate change and

related energy policies are effec- -
tively implemented, The G-20

should mandate green economic
development so that it should be
part of risk framework of Basel
T11. Public-private finance model
for climate change can promote

green economies and globa! sus-
 tainability.
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