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Business case extension – Clean Technology Fund 

 
 

 SUMMARY INFORMATION 

Title: Clean Technology Fund (CTF) 

 Country/ Region: The CTF covers fifteen countries and one region in Africa, Asia and Latin America 

 Senior Responsible Owner: Pete Betts 

  
Start Date: First tranche of funding to be committed in late 2015 

 End Date: Remainder of funding likely to be committed in 2016 and 2017.   

 Project Budget: Up to £200m – CDEL 
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Summary 
 
We are seeking approval for an additional £200m investment in the Clean Technology Fund, 
the largest of the Climate Investment Funds (CIFs).  We are likely to commit approximately 
£100m of this via Promissory Note in 2015 and the remainder in 2016. The CTF, established 
in 2008, has played a crucial role in shaping global technology deployment in key renewables 
sectors, generating a track record of performance and learning, and lowering perceived risk 
and reducing future project costs for private sector investors and developers. We are happy 
with the progress that the fund has made in terms of performance and delivery, and the CTF 
currently contributes the majority of the ICF’s actual results.  However, the fund is running dry 
at a time where a large number of high quality projects are awaiting funding, making it an 
opportune moment for the UK to provide further funding. 
 
The CTF project pipeline has accelerated dramatically in recent years and we are starting to 
see projects implemented on the ground and results generated.  The UK has so far provided 
£930m to the CTF, which represents 26.9% of the total fund.  This level of contribution has 
enabled the UK to wield considerable influence within the fund, allowing us to successfully 
pursue our objectives on learning, gender and in securing a greater private sector focus 
within the fund.   
 
There are a number of reasons why now is an opportune time to make an additional 
contribution to the CTF.  In 2013 a decision was made by the CTF Trust Fund committee (of 
which the UK is a member) to over-programme by 30%; though this has been highly 
successful in accelerating the project pipeline, it has also resulted in a shortage of money in 
the fund as fewer projects have dropped out of the pipeline than anticipated and some 
unsuccessful concepts have been replaced by spend elsewhere within the scope of a 
country’s Investment Plan.  There is a strong pipeline of high quality projects that are awaiting 
final approval from the CTF but not all of these projects will be able to move to 
implementation without additional funding.  Based on current projections, the fund is likely to 
run out of money in December 2015, which has the potential to have negative implications for 
the upcoming climate negotiations in Paris.  Additional UK funding would enable a number of 
these high quality projects to receive approval, increase the UK’s influence in the fund further, 
and increase the UK’s credibility on climate finance.   A further contribution will also help meet 
the UK’s objective of maintaining a rising trajectory of climate finance as part of the $100bn1 
of climate finance a year by 2020 commitment because the CTF is particularly strong at 
leveraging private finance that otherwise wouldn’t flow.  The 55 approved projects/ programs2 
so far have already leveraged $11.5 billion. It is expected that eventually that figure will rise to 
$33.5 billion, of which about 33% is expected to be private finance.  
 
Our economic analysis shows that the CTF has extremely favourable VfM metrics and an 
overwhelmingly positive benefit cost ratio compared to the wider ICF portfolio. The expected 
UK attributed cost per tonne for CTF (£5.85/tCO2e) is within the currently approved DECC 
ICF portfolio expected attributed cost per tonne range of £2.6 - £21 (spend weighted average 
attributed cost per tonne of £6.5), which suggests that CTF is a sound investment.  Finally, 

                                            
1
 In Copenhagen (2009), and again in Cancun (2010), developed countries committed a goal to jointly mobilise $100 billion per year by 2020 

to address the needs of developing countries, in the context of meaningful mitigation actions and transparency on implementation. This 
finance can include public, private, bilateral and multilateral, and alternative sources. Conversations are still on-going about the specific 
types of finance that can and cannot count towards this $100billion but it is clear that the majority of the finance leveraged by the CTF would 
count towards this goal however a small proportion would not.  
2
 Based on the 2015 results report 

http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_16_4_CTF_Results%20Report-Final.pdf 

http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_16_4_CTF_Results%20Report-Final.pdf
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the CTF is a strong fit with DECC’s and the ICF’s objectives, in particular because it supports 
technologies critical to making progress to 2 degrees in countries where there is the greatest 
potential for deployment. 
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3 http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_16_4_CTF_Results%20Report-Final.pdf  
4
 Source: US EPA Greenhouse Gas Equivalencies Calculator   

5
  CLIMATE INVESTMENT FUNDS: ACCOMPLISHMENTS, TRANSFORMATIONAL IMPACT, AND ADDITIONALITY IN THE CLIMATE 

FINANCE ARCHITECTURE, p. 31. 
http://climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_SCF_15_3_CIF_Strategic_Paper_final.pdf  

PROJECT ANALYSIS 

 
Previous approvals 
 

1. This business case seeks an extension to a programme that DECC has invested in 
since 2009.  The Investment Committee approved a business case for £320m 
(£200m to be spent in 2013 and £120m in 2014) in November 2013 which was then 
cleared by Ministers in 2014.  We are seeking approval for a smaller amount this 
time as we plan to fund the CTF on a decreasing trajectory as the GCF scales up. 

 
2. Additional clearance was sought and received from the Investment Committee to 

make the second contribution of £120m in 2014. 
 

3. This document sets out what has changed since then and the case for further 
investment but does not reiterate detailed consideration of aspects which remain 
unchanged. 

Background 
 

4. The Climate Investment Funds (CIFs), administered by the World Bank, are the most 
successful multilateral climate funds to date, with a track record of delivering climate 
finance to implement clean energy, sustainable transport, adaptation and forestry 
projects at scale in over 60 countries.  The Clean Technology Fund (CTF) – the 
largest of the CIFs – has disbursed over $2.2 billion to projects and delivered 
transformational projects on the ground, deploying clean technologies at scale and 
building markets.  The CTF projects and programmes that are under operation have 
so far leveraged $11.5 billion of co-financing and delivered 2.74 GW of renewable 
energy, which represents only a small percentage of expected lifetime results (which 
are $33.5 billion of co-financing and 15 GW of renewable energy)3.   Cumulatively, 
total GHG reductions supported by CTF projects/ programs reporting results so far is 
20 million tCO2e against a lifetime target of over 860 million tCO2e. These 
cumulative reductions are equivalent4 to:  

 

 Annual greenhouse gas emissions from over 4.5 million passenger vehicles, or  

 Annual CO2 emissions from 6 coal-fired power plants.  
 

5. The CIFs (and in particular the CTF) are having significant impact in shaping global 
technology deployment in key renewable sectors.  For example, the CTF has 
committed $945 million to drive the development of Concentrated Solar Power 
(CSP), which will deliver 1.1 GW of capacity (equivalent to a third of current global 
capacity) and $8.4 billion of co-financing.  The CIFs have also provided $400m to the 
earlier and riskiest stages of geothermal development, more than half of the global 
public finance flowing to that area5. 

 
6. CTF projects are establishing a track record of performance for key technologies and 

generating learning, thereby lowering perceived risk and reducing future project 
costs for private sector investors and developers.  Evidence so far suggests that the 

http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_16_4_CTF_Results%20Report-Final.pdf
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6
 CLIMATE INVESTMENT FUNDS: ACCOMPLISHMENTS, TRANSFORMATIONAL IMPACT, AND ADDITIONALITY IN THE CLIMATE 

FINANCE ARCHITECTURE. 
http://climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_SCF_15_3_CIF_Strategic_Paper_final.pdf 
7
 Ibid, p. 33. 

8
 Internal CTF document on CTF resource availability (to be published in due course) 

CTF has been successful in enabling transformative and higher risk projects, 
including by:  

 

 deploying innovative financial products to overcome market barriers (for example 
Mexico’s geothermal risk-sharing facility);  

 supporting first-mover investment (for example in the wind sector in Kazakhstan, 
Ukraine and South Africa;  CSP in Morocco and South Africa; and geothermal in 
Chile); and  

 deploying resources at scale to move markets for specific technologies.6   
 

7. CIFs have also had a positive impact on the Multilateral Development Banks (MDBs) 
involved, expanding the pool of resources available to them, encouraging 
collaboration, spurring new business lines, and by fostering an increased focus on 
areas like climate finance tracking and monitoring and evaluation.7 
 

8. Following a slow start, the CTF project pipeline has accelerated dramatically in 
recent years and the trend of rapidly increasing disbursements is likely to continue in 
the next few years now the fund has reached maturity and more projects move 
towards implementation.  Now seven years old, the CIFs have evolved and improved 
considerably over recent years as significant lessons have been learned and 
changes made based on experiences so far and from the findings of the Funds’ 
Independent Evaluation.   

 
9. Almost all of the $5.3 billion of donor funding that has been received by the CTF has 

now been allocated to individual projects.  As of September 2015, there was 
approximately $685m of funding left to be allocated and it is expected that this will be 
fully allocated by December 20158.  Once this happens, the CTF will no longer be 
able to allocate funding to projects despite the considerable pipeline of high quality 
projects which is likely to come forward after this point.  These projects have already 
been assessed for quality as part of the CTF’s programmatic approach in which 
countries produce Investment Plans for approval containing details of all projects 
they will eventually seek approval for individually. This anticipated shortfall is already 
having a material impact on the project pipeline as MDBs have started to slow down 
their development of projects given the uncertainty around available funding in the 
CTF.   Therefore there is a risk that progress towards the goal of limiting average 
global temperature rise to two degrees Celsius will stall.  This is particularly relevant 
as action taken earlier will have greater impact and be more cost-effective at 
reducing temperature rise, than delayed action. 

 
10. The UK played a leading role in establishing the CIFs in 2008 and has retained a 

strong influence in their direction ever since, most notably by ensuring the fund has a 
strong private sector focus through the adoption of a Dedicated Private Sector 
Programme (DPSP), and by ensuring the funds have a strong focus on learning, 
results, gender and risk management.   
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 Algeria, Chile, Colombia, Egypt, India, Indonesia, Jordan, Kazakhstan, Libya, Mexico, Morocco, Nigeria, 

Philippines, South Africa, Thailand, Tunisia, Turkey, Ukraine, and Vietnam.   

11. The purpose of the CIFs is to mobilise resources for low carbon, climate resilient 
development at scale and deliver investment through a country-led programmatic 
approach in partnership with the MDBs. A key objective when the funds were 
created was also to learn lessons to inform the use of future global climate finance, 
for example the Green Climate Fund.  The CIFs are administered by the World Bank 
Group (WBG) and programmes are implemented by 5 MDBs (The Asian 
Development Bank, the African Development Bank, the Inter-American Development 
Bank, the International Finance Corporation, and the European Bank for 
Reconstruction and Development).  The CTF targets rapidly industrialising 
developing countries with financing and technical assistance to scale up the 
demonstration and deployment of low-carbon technologies.  The CTF supports a 
range of low-carbon technologies and initiatives:  

 Renewable energy: concentrating solar power, solar photovoltaic, geothermal, wind, 

small hydro  

 Sustainable transport: bus rapid transit, public transportation, high-efficiency 

vehicles, modal shifts 

 Energy efficiency: industry, building, district heating, municipal, lighting, appliances 

12. Since its creation in 2008, the UK has provided £929.9m to the Clean Technology 
Fund, and £1.8bn to the Climate Investment Funds in total.  This represents 26.9% 
of the total CTF and approximately 34.3% of the CIFs in total.  Of the UK’s CTF 
funding, £693.4m has been provided by DECC and £236.5m by DfiD.  £544.9m of 
this funding has come from the UK’s International Climate Fund (ICF), with previous 
contributions coming from the Environmental Transformation Fund (ETF).   The UK 
makes its commitment to the CTF via Promissory Notes.  A Promissory Note is an 
irrevocable undertaking by HM Government to provide to the named beneficiary any 
amount up to the specified limit that the beneficiary may demand, at any time.  The 
UK commitment is considered as spent by HMG – and also scores as ODA - once 
the Promissory Note is laid.  The laying of the Promissory Note gives the trust fund 
the ability to approve investment plans and projects, which without this irrevocable 
commitment, could not be done.  The CIF Trustee only draws down UK funds 
against Promissory Notes when money is needed for transfer to the MDBs, which 
ensures sufficient liquidity in the CTF Trust Fund.  This approach enables us to 
deliver finance on the basis of need, provide certainty for the recipient, while also 
enabling a manageable accounting process for large volumes of funds 

 
13. To date, the CTF Trust Fund Committee has endorsed 16 CTF investment plans, 

including 15 country plans and one regional investment plan, covering 111 projects 
and programs. Altogether the 19 countries9 participating in the CTF represent good 
geographical coverage and share the challenge of tackling large or rapidly growing 
GHG emissions. In addition to these investment plans, the Trust Fund Committee 
has endorsed two phases of the Dedicated Private Sector Programs (DPSP), with an 
indicative allocation of $508.5 million for 23 sub-programs (private sector operations) 
and/or projects (public sector operations) across six themes: geothermal power, 
mini-grids, mezzanine finance, energy efficiency, solar photovoltaic power, and early 
stage renewable energy. In total, the CTF portfolio consists of 134 projects and 
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programs with an indicative allocation of $6.09 billion in CTF funding.  

 
Support we are seeking 
 

14. We are seeking approval for up to an additional £200m for the Clean Technology 
Fund over the next two financial years, and we anticipate committing approximately 
£100m of this by Promissory Note in 201510.  Although it is impossible to say exactly 
which projects this additional UK money will make possible as we don’t know in what 
order projects will come forward for approval, it is likely that additional UK funding 
(co-mingled with other existing funding) will enable some of the following pipeline of 
projects to be approved (see more details at Annex B): 

 

 Solar in India ($225m) 

 Grid Efficiency in Vietnam ($60m) 

 Energy Efficiency in Turkey ($49m) 

 Concentrated Solar Power (CSP) in Jordan ($50m) and Morocco ($50m) 

 Dedicated Private Sector Program on Geothermal ($35m) 

 Dedicated Private Sector Program on Solar PV Financing ($20m) 

 Mass Transit in Nigeria ($49m) 

 Sustainable Transport in Colombia ($41m) 

 Urban Transport in Egypt ($49m) 
 

15. An additional contribution will also demonstrate our continued commitment to the 
CTF, as well as help prevent the fund running out of money before the Paris COP or 
shortly after.  It is likely that the remainder of the UK funding would be committed in 
2016 but this would depend on factors such as an assessment of the CTF shortfall 
and remaining pipeline, decisions around the sun-setting of the CIFs, and the rate of 
development of the GCF investment pipeline.  We will have much more information 
on these variables by Autumn 2016 at the latest, as an overall assessment of the 
situation of both the CTF and GCF will be made at that point. 
 

 
Why we should provide additional support 
 
Strategic fit and alignment with our policy objectives. 
 

16. Investment in the CTF will contribute directly to DECC’s objective of avoiding 
dangerous climate change at home and abroad.  
 

17. The CTF is a strong fit with the following ICF priorities: 

 To demonstrate that building low carbon, climate resilient growth at scale is 
feasible and desirable 

 To recognise that climate change offers real opportunities to drive innovation and 
new ideas for action, and to create new partnerships with the private sector. 

 
18. It will also support the ICF’s ability to: 
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 http://2014.newclimateeconomy.report/overview/  
12

 New Climate Economy report (2014) https://files.lsecities.net/files/2014/11/NCE-2014-Better-Growth-Better-Climate-Synthesis-Report.pdf 
p.9 

 Enhance the capacity of developing countries though provision of knowledge and 
monitoring tools.  

 Support technologies critical to support progress towards 2 degrees, particularly 
where we are not on track globally and in countries where there is the greatest 
potential for deployment; as well as supporting the development and deployment 
of locally relevant technologies, which will also support local economic and social 
development.  

 Improve the architecture for climate finance to enable and provide the context for 
effective delivery at scale by piloting new and innovative mechanisms and 
improving effectiveness of MDB spend.  

 

19. The CTF remains a strong strategic fit with the ICF’s priorities:  

 According to the 2014 New Climate Economy report, Middle-income countries 
have been the driving force behind the sharp acceleration in global energy 
consumption and energy-related CO2 emissions in the 2000s.11

  Over 55% of the 
global cost effective abatement opportunities required by 2030 are in upper 
middle income countries (such as those in the CTF). Large-scale low carbon 
infrastructure is needed in these countries if we are to avoid dangerous climate 
change, and while such countries will be paying for the majority of the low 
carbon transition themselves, financial and technical support is required to 
overcome market failures and barriers and mobilise domestic low carbon 
investment.   As stated in the New Climate Economy report, a significant shift in 
the composition of infrastructure investments will be needed to move to a 
pathway consistent with a good chance of keeping global average warming 
below 2°C. This includes increased investments in energy efficiency, and the 
deployment of low-carbon technologies.  However, many economies today are 
failing to mobilise sufficient finance to meet their infrastructure needs.  This 
results, in many countries, from a lack of public financing capacity and the 
market perception that investments are high-risk.  Financial innovations, 
including green bonds, risk-sharing instruments and products which align the risk 
profile of low-carbon assets with the needs of investors, can reduce financing 
costs, potentially by up to 20% for low-carbon electricity.  The Clean Technology 
Fund is at the forefront of such an approach12.  The way in which the CTF 
operates also allows us to align our support with that of other donors, MDB 
finance, and a country’s own resources to fund programmes at scale. It also 
allows us to benefit from MDBs’ considerable expertise in large-scale 
infrastructure investment.  
 

 An additional contribution to the CTF would help to leverage other forms of 
finance (public and private) that otherwise may not flow as climate finance. As the 
CTF has good leverage rates, this will help to deliver new north-south flows that 
will count towards the goal to mobilise $100bn of climate finance a year by 2020 
from public and private sources.    The CTF is particularly helpful in this regards 
as it leverages considerable private finance that otherwise wouldn’t flow.   
 

 An additional contribution from the UK will support more ambitious action on 

http://2014.newclimateeconomy.report/overview/
https://files.lsecities.net/files/2014/11/NCE-2014-Better-Growth-Better-Climate-Synthesis-Report.pdf
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 CTF 2015 results report, http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-

documents/ctf_results_report_2015_revised_for_posting_0.pdf  
14

 2015 Report on the Financial status of the CIF, http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-

documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf  

climate change in the short term by ensuring there is no hiatus in large scale 
multilateral climate finance flows as we wait for the GCF to become fully 
operational, as well as pave the way for climate finance flows in the future by 
maintaining momentum in the investment pipeline.  Despite there being a strong 
operational argument for this funding, there remains a risk that this further 
contribution is viewed by some countries or organisations as the UK not being 
supportive of the GCF.  We believe this is easily defended with our significant, 
and public, £720m commitment to the GCF and clear operational argument for 
continuing the CTF pipeline of programmes, and is therefore a manageable risk.  
It is possible that we could announce our additional CTF contribution at COP, 
which could have a positive impact on the UK’s credibility on climate finance at 
the negotiations.  

 

 Secure a strong private sector focus through piloting private sector focussed 
initiatives under the DPSP. This was set up to boost levels of private sector co-
financing, generate new lessons about different ways to crowd in the private 
sector, and scale up total volumes of climate finance.  The CTF also places a 
strong emphasis on leveraging private sector finance throughout the fund’s 
operations. The 55 projects that have reported results so far (total combined CTF 
funding of $3.5 billion) have already leveraged $11.4 billion of direct public and 
private finance (at a leverage rate of 3.3:1), and it is expected that eventually the 
$5.3 billion CTF funding will leverage an additional $19 billion (at a leverage rate 
of 3.6:1).13 

 
 
Progress to date:  
 

20. The CTF is the largest and most mature fund within the climate finance architecture 
and is delivering real results on the ground.  After a slow start, we are pleased with 
recent progress in the rate of projects reaching implementation.  As of September 
2015, $4.3 billion of CTF funding had been approved for projects by the CTF Trust 
Fund and a total of $2.2 billion of this had been disbursed to MDBs14.    These 
disbursements represent over 51% of the funding approved by the CTF Trust Fund 
Committee.  The diagram below set out the steady progress that has been made on 
funding approvals since 2012, with a notable increase in cumulative approvals 
between 2013 and 2015. 

 

http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_results_report_2015_revised_for_posting_0.pdf
http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_results_report_2015_revised_for_posting_0.pdf
http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf
http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf
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 CLIMATE INVESTMENT FUNDS: ACCOMPLISHMENTS, TRANSFORMATIONAL IMPACT, AND ADDITIONALITY IN THE CLIMATE 

FINANCE ARCHITECTURE, p25. 
http://climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_SCF_15_3_CIF_Strategic_Paper_final.pdf 
 
16

 Ibid, p.28. 

 
 

21. CTF funds have helped support markets to move from being concessionally-driven 
to fully commercial. For example, in Turkey CTF funds have tackled various market 
barriers to renewable energy and energy efficiency, such as lack of investor 
understanding, lack of bank familiarity and capacity, and lack of long-term financing 
in the Turkish market.  The $270m provided by the CTF for long-term concessional 
loans and technical assistance has driven investment in renewable energy and 
energy efficiency through Turkish financial institutions.  The first $170m of this 
finance has leveraged $1.8 billion through 430 sub-projects.  The energy efficiency 
market in Turkey has progressed to financing on purely commercial terms from 2009 
to 2014.  It is estimated that GHG emissions savings and reductions for CTF 
financed projects in Turkey will be 87 MtCO2e.15 Given that Turkey’s Investment 
Plan has now been fully funded, the CTF will no longer be providing financing to this 
country. 

 
22. CTF funds have also been instrumental in the commercialisation of Mexico’s wind 

sector.  In 2008, the wind sector had stalled owing to the global financial crisis.  
There was a 3.8 GW pipeline but only 85 MW of installed capacity, as available 
funding had dried up.  In 2009, $45m of subordinated debt provided by the CTF 
blended with IDB and IFC funds launched two private sector wind farms (250 MW 
Eurus and 67.5 MW La Ventosa). These anchor investments effectively catalyzed 
debt financing for wind projects in Mexico, bringing down the costs of debt and 
increasing project leverage.  As of result of this, in 2012 the first bond ($298m) was 
issued for Mexican wind projects and by 2013 the International Finance Corporation 
(IFC) and Mexico were able to reallocate CTF resources earmarked for wind 
development as the market was already mature enough to be financed on 
commercial terms. It is expected that by 2016 5-6 GW of capacity will be installed 
with $12 billion of investment.16 

http://climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF_SCF_15_3_CIF_Strategic_Paper_final.pdf
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 Ibid, p.25. 
18

 CTF 2015 results report, http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-

documents/ctf_results_report_2015_revised_for_posting_0.pdf, p.8. 

 
23. As a result of CTF funding, we are seeing the deployment of innovative and 

transformative projects on the ground in recipient countries.  As well as delivering 
significant emissions reductions, these projects are generating key lessons and 
learning which is important in facilitating scale up or replication of similar investments 
and also in influencing the design and operation of  other climate funds, in particular 
the Green Climate Fund (GCF).  An example of the kind of projects that have been 
deployed by the CTF include (further examples in Annex A) the Kaxu concentrated 
solar power plant in South Africa, the first such plant to be built in a developing 
country.  The plant is now providing power to 80,000 people in South Africa. CSP 
has huge and currently underexploited potential – it could deliver 11% of global 
electricity by 2050 – and this is just one of a number of CTF investments (underway 
and planned) in this technology. $1.2 billion from the CTF will contribute to 
development of over 1.2 GW of concentrated solar power across MENA, Chile, India 
and South Africa - around a third of the total global installed capacity of CSP.17 

 
24. In addition there are further potentially transformational projects that the CTF Trust 

Fund has approved and which are beginning implementation including (further 
examples in Annex A): 

 

 In India, the CTF has provided a $100m development loan to help the government of 
Himachal Pradesh, a mountain state richly endowed with natural resources, move 
towards an environmentally sustainable model of economic growth.  This funding will 
allow the state to harness its large hydropower potential, while at the same time 
ensuring that local communities get their share of the benefits the development of 
large projects. 
 

25. As of June 2015, the key tangible results achieved by the CTF on projects with total 
CTF funding of $3.5 billion included 2,739 megawatts (MW) of renewable energy 
installed capacity, 8,861 gigawatt hours (GWh) of energy savings and $11.41 billion 
of leveraged finance, and reduction of 12.3 million tons of GHG emissions (CO2 
equivalent).18 The table below sets out in more detail the results that had been 
reported to the CTF as of June 2015, as well as expected overall results for the 
projects that are reporting so far.  Installed capacity and levels of both private and 
public finance mobilised are key indicators that we track in the CIFs logframe. 

 

 Actual (Reporting 
Year 2015) 

Target % of overall 
expected results 

GHG reductions 
(mtCO2e/yr) 

5.5 44.6 (Annual) 12% 

Co-financing ($m) 4,028 33,536 (Cumulative) 12% 

Installed Capacity 
(MW) 

1,057 15,030 (Cumulative) 7% 

Energy savings 
(GWh/yr) 

3,952 8,861 (Annual) 45% 

 

http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_results_report_2015_revised_for_posting_0.pdf
http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_results_report_2015_revised_for_posting_0.pdf
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The fund faces a shortfall: 
 

26. At the CTF Trust Fund meeting in May 2013, a strategic decision supported by the 
UK was taken by the Trust Fund committee to over-programme in the fund by 30%.  
This was partly about good management of the Fund (most funds will over-
programme in the expectation that some projects will fall out of the pipeline) as well 
as in response to the slow disbursement of CTF funds and motivated by a desire to 
accelerate the project pipeline. This decision has been successful in dramatically 
speeding up disbursements, and due to the rigorous approach to the development 
and approval of Investment plans and the close engagement with domestic 
governments, the quality of the pipeline of projects is high and therefore very few are 
dropping out.  However, as the CTF has a finite pot of funding, the consequence of 
this is that the total amount of funding approved by the CTF Trust Fund Committee in 
the form of country Investment Plans exceeds the amount of money the fund has at 
its disposal, and we are approaching a point where the amount of funding available 
to fund individual projects approved as part of Investment Plans is running out.    
 

27. The additional DECC funding will be used for addressing the shortfall by funding 
projects that have already been approved as part of the Investment Plan process 
and are now seeking indiviudal approval. At the Trust Fund Committee meetings in 
early November 2015 we secured agreement from other members that future 
commitments would not be subject to over-programming.   

 
28. As of September 30 2015, total resources available for commitment within the CTF 

Trust Fund was $729 million.  Recent analysis undertaken by the Trust Fund 
committee based on the current pipeline indicates that these available resources will 
cover projects scheduled to be submitted for approval until November 2015 and a 
few to be submitted in December 2015.  After this point, if no additional funding is 
forthcoming the Trust Fund Committee will no longer be able to commit funding for 
projects that form part of Country Investment Plans which have already been 
approved.  Analysis by the CIF admin unit suggests that the total shortfall is likely to 
be approximately $817 million – this does not include projects within the pipeline that 
are deemed unlikely to come forward. 

 
29. The possibility of the shortfall hitting before or around the time of COP 21 in Paris is 

clearly a concern and could lead to a hiatus in climate finance funding depending on 
progress on the Green Climate Fund.  This could lead to criticisms that developed 
countries are not meeting their climate finance commitments, both within the CTF 
and more generally.    In addition to such political concerns, a shortfall would mean 
that high quality, value for money, transformational projects that are ready to move 
towards implementation will not be able to do so.  A full list of projects that this could 
affect is at Annex B, but for example this shortfall could prevent the implementation 
of transport projects in Colombia, Nigeria and Egypt, solar projects in India, Morocco 
and Jordan, energy efficiency projects in Vietnam and Turkey, and dedicated private 
sector programs on geothermal, solar and mini grids. 

 
30. An additional UK commitment of £200m (equivalent to $320m) would go a 

considerable way to addressing the CTF’s funding shortfall (reducing it to $545 
million), but it would not do so entirely (although a £100m commitment in 2015 would 
ensure the shortfall is not reached before COP 21).  It is important to note that 
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because of the reasons outlined below at paragraph 33, 15% of the additional DECC 
contribution will be held back as a currency reserve (approximately $48m) unless we 
are succesful in finding a solution to this issue.  Therefore, in the short-term at least 
DECC’s £200m contribution would reduce the shortfall by approximately $272 and 
not the value of the full contribution.     
 

31. There are however, a number of other ways in which the shortfall could be reduced: 
 
32. The United States has $171 million of outstanding pledges to the CTF.  The US has 

indicated to us that they will likely be able to make this outstanding payment but 
timings are uncertain given the money would require congressional approval.   

 
33. $127m of UK funding for the CTF is currently held back by the Trust Fund as a 

currency reserve (this is 15% of the total UK contribution to the CTF).  This is 
because the UK’s commitment to the fund is made in pounds sterling and the CTF 
operates purely in US dollars.  UK funding is committed by Promissory Note but not 
actually transferred to the Trust Fund until clear evidence of need is provided.  As 
the Trust Fund has remained relatively liquid in recent years, DECC has not 
disbursed any money to the Trust Fund since 2012 and approximately 73% of the 
total DECC commitment remains un-encashed.  The problem the fund faces 
however is that almost all the money that has been committed to the CTF by donors 
has now been allocated to projects, meaning that the CIFs will soon no longer be 
able allocate any more funding to projects.    

 
34. The UK’s approach of not disbursing in advance has the potential to yield 

considerable savings for the UK taxpayer in the sense that HMT does not need to 
borrow the money to make an upfront payment. It also adheres to HMT’s rules 
regarding paying in advance of need, but doing so means that the UK’s contribution 
is subject to currency fluctuation until it is disbursed and therefore the Trust Fund 
holds back 15% of the UK’s un-encashed contribution to protect against this.    We 
are exploring a number of options to see if we can release this funding.  These are:  

 
(i) discussions with the CIF Trustee on whether they can enter in to a forward 
contract to hedge future currency fluctuation;  
(ii) seeking agreement with HMT that we encash the remainder of the UK’s 
commitments – the ‘need’ case can be made given that doing so would help reduce 
the shortfall and enable the CTF Trust Fund committee to approve additional 
projects;  
(iii) Investigate whether DECC can enter in a forward contract with the Bank of 
England, though initial discussions with DECC Finance suggest that this would be 
very difficult for accounting and budgetary cover reasons.   

 
35. Alongside consideration of these options, we will also assess whether a continuation 

of the status quo is instead preferable.  It is worth noting that because of exchange 
rate fluctuations since previous UK Promissory notes have been laid, the USD value 
of the UK’s GBP contribution has declined from $1.73bn to $1.415bn.   
 

36. Other CTF donors may make additional contributions to the fund, but this is unlikely.  
Unlike many other multilateral funds, there is no formal replenishment cycle in the 
CIFs so donors make contributions as and when it suits them to do so. At the CTF 



 15 

Trust Fund meeting in May 2015, most others donors were cautious about 
committing to any further contributions to the CTF given the uncertainty around 
progress on the GCF, question marks over the size and timings of the CTF shortfall, 
and given that some other donors have large bilateral or DFI mechanisms for 
disbursing climate finance (e.g. Germany (KfW), France (AFD) and Japan (JBIC)).  
We will continue to discuss informally with other donors their plans for making future 
commitments, but are unaware of any plans at present. 

 
37. It is worth noting that even if the US fulfills its commitments, we are able to unlock all 

of the UK money held in a currency reserve, and we provide this additional £200m, 
the shortfall would still be approximately $200 million. 

 
UK influence in the CIFs 
 

38. The UK has played an effective and influential role in shaping and improving the 
CIFs and ensuring that lessons learnt on piloting new approaches and managing 
climate finance feeds directly into the design of future climate finance architecture, in 
particular, the Green Climate Fund.  We have a single seat on the CTF Trust Fund 
Committee and by virtue of the consensus based arrangements, a right to veto.  We 
also exercise additional influence via our UK representation on the Boards of all the 
MDBs. 
 

39. We have also been successful in driving improvements across a number of areas. 
For example, an important UK reform area is strengthening private sector finance 
mobilisation in the CTF. In June 2013, we secured agreement to the Dedicated 
Private Sector Programme (DPSP) which is a new window within the CTF and now 
has $508.5m allocated to it.   The DPSP is a private sector focused initiative which 
aims to leverage private finance by capitalising on opportunities not currently 
available under the CTF.   Programs designed under the DPSP have a double 
objective to finance programs or operations that can deliver at scale and with speed, 
whilst retaining the strong country priorities and core objectives of the CTF. The 
DPSP proposals comply with the standard principles of the CTF, including the results 
framework and investment criteria. As the programs are designed outside of the 
typical investment plan model, alternative opportunities to engage with the private 
sector can be identified.  In particular, the main objectives of the DPSP are to boost 
levels of private sector co-financing, generate new lessons about different ways to 
crowd in the private sector, and scale up total volumes of climate finance.  The UK 
contributions to the CTF in 2013 and 2014 have helped catalyse it. 

 
40. In line with the CIFs’ Independent Evaluation we believe the CIFs should have a 

more strategic approach to learning, monitoring and especially evaluation, and we 
have continually driven this agenda forward with considerable success, including by 
helping persuade the CIF admin unit to increase the number of staff they have 
working on M&E from 1 to 3.  The UK (through DfiD) has recently made up to £6m 
available for evaluation, which along with support from other stakeholders, notably 
the MDBs, will help ensure the CIFs do capture the lessons and quality evidence 
from the significant investment made. 

 
41. We have also been influential in shaping the CIFs approach towards gender and 

risk.  On gender, partly thanks to our lobbying, a Gender Action Plan to improve 
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gender equality in CIF investment plans, programs and projects was agreed recently 
and a Senior Gender Specialist has also been appointed to drive this work 
forward.  This has been a key objective of the UK given the requirements to comply 
with the new sub-section on gender equality which has been added to the 
International Development Act 2002.  On risk, the UK has been influential in 
persuading the CIF admin unit to hire a senior risk manager (now in place) and for 
him to work on developing a risk dashboard.     

 
GCF alignment   
 

42. The Green Climate Fund is on track to approve funding for projects/ programmes in 
late 2015, ahead of the Paris COP (at its meetings in November, it approved funding 
of $168m to 8 projects with disbursement contingent on the accredited entities 
fulfilling conditions). The projects covered a mix of mitigation and adaption with $22m 
approved for mitigation in middle income countries (i.e. equivalent to CTF).  Total 
pledges to the GCF stand at $10.2bn, including the UK’s pledge of £720m (approx. 
$1.2bn), of which £240m came from DECC. The GCF has formally reached 
‘effectiveness’ meaning it can now take funding decisions. Although the GCF Board 
has made good progress in key operational policy areas, including accrediting 20 
implementing entities and approving the investment framework, there remains the 
risk that the GCF will not be able to start programming at scale before Paris or to the 
level required in the next couple of years.  The fact that no new accredited entities 
were approved at the November Board meetings will further reduce the pipeline of 
projects that the GCF will be able to consider in the coming year. However, we do 
expect the GCF to increase funding for projects in 2016 and beyond (an aspirational 
goal of approval of $2.5bn of projects in 2016 was just made by the Board) but there 
remains a risk that approval of projects, and subsequent disbursements of GCF 
finance, may not keep up with the project pipeline from developing countries in the 
near term.  It is also worth noting that the GCF funding will be split 50:50 between 
adaptation and mitigation, so only around $5 billion will be available for mitigation.  
This money will also be spent through a variety of channels (including national and 
sub-national entities) which may limit the GCF’s potential to do the really large scale 
investments that the CTF is able to do.   
 

43. If we do decide to make an additional contribution to the CTF, we should reassure 
stakeholders that the UK is and continues to remain a strong supporter of the GCF, 
demonstrated through our strong £720m commitment and that we are actively 
involved on the GCF Board and its committees to ensure all the necessary 
operational policies are in place to enable the GCF to start programming at scale. 
However, we need to see a continuing upward trajectory in the mobilisation of 
international climate finance and this means – in the near term – continuing to 
support the funding of the CTF’s existing pipeline and the GCF, whilst it gears up. 
The CTF is a proven mechanism to provide large scale finance to support 
developing countries to respond to the threats of climate change. The GCF is 
designed to build on the successes of the CTF, operating at scale through a broad 
range of implementing entities.  

 

Updates since previous Business case 
 

44. A previous business case seeking approval for a £320m contribution to the CTF was 
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 2015 Report on the Financial status of the CIF, http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-

documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf 

approved in October 2013.   
 
Strategic case 
 

45. This section below only sets out any changes that have been made to the strategic 
case since the previous Business Case was approved. 

 
Burden share 
 

46. The UK’s exact burden share in the CTF depends on the methodology used to 
calculate it – table 1 below sets out the current pledges and contributions so far.  
Based on the current dollar value of pledges to the CTF, the UK is the second 
largest donor behind the US.  The UK’s burden share is 26.9% and the US’s is 
28.3%.  If the UK were to provide an additional contribution of £200m, and assuming 
no contributions from other donors (and no unlocking of existing UK money held in 
currency reserve) and an exchange rate of $1 = 63p, the UK’s additional contribution 
would equate to $320m and would increase our burden share to 31% (the US 
burden share would reduce to 26.7% and Japan’s would become 18.9% in this 
scenario). 

 
 
 
Table 1: CTF Donors Pledges and Contributions:19 

Contributor Contribution 
Type 

Currency Pledges 
outstanding 

Contributions 
Finalised 

Total Historical 
Value of 
Total in USD 
eq  
 

Current 
Value of 
Total in USD 
eq.  
 

Burdenshare 
based on 
Current Value 
of pledges (%) 

Australia Grant USD 0 100 100 84 86 1.6% 

Canada Loan CAD 0 200 200 193 199 3.8% 

France Loan EUR 0 203 203 300 218 4.1% 

Germany Loan EUR 0 500 500 739 615 11.7% 

Japan Grant  USD 0 1000 1000 1000 1056 20% 

Spain Capital EUR 0 80 80 118 106 2% 

Sweden Grant SEK 0 600 600 92 80 1.5% 

UK Capital GBP 0 930 930 1730 1415 26.9% 

US Grant USD 187 1305 1492 1492 1492 28.3% 

      5748 5267 100% 

 
47. The UK has already reaped considerable benefits from being one of the largest 

donors to the CIFs and has played an effective and influential role in shaping and 
improving them and ensuring that lessons learnt on piloting new approaches and 
managing climate finance feeds directly into the design of future climate finance 
architecture, in particular, the Green Climate Fund.  Contributions from donors are 
voluntary and different donors have different priorities for their climate funds, with the 
UK putting more funds into multilateral routes compared to many of the other donors 
who have other channels to spend through.  The UK is already by far the biggest 
donor to the Strategic Climate Fund (which comprises the other three CIF funds –
SREP, PCPR, and FIP).  The UK’s burden share in the SCF is 48%, which is more 
than double that of the next biggest donor (The US at 18%).  Being the biggest donor 
in the SCF has helped the UK have strong influence within the funds, including on 
the selection of recipient countries, and on focusing on key UK objectives such as 

http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf
http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf
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 Final Transfer Date (i.e. currently 2055) 

monitoring and evaluation, and on gender. 
 
Sunsetting of the CIFs 
 

48. A sunset clause included in the CIF’s Governance Framework directs the fund to 
take necessary steps to stop taking any new contributions once the GCF is 
‘effective’, although what exactly constitutes effective was not defined. The 
Framework states that at this point the Trustee will not enter into any new agreement 
with contributors for contributions to the CIFs, though decisions would need to be 
taken by the Committees as to what happens to existing funding and projects in the 
pipeline. Funding which is already disbursed to projects would be managed to 
ensure returns to both the loan contributors, and the capital contributors (in due 
course). To ensure that our existing and new investments in the CTF are 
appropriately invested we need to avoid the CIFs being “sunset” prematurely until we 
believe the GCF is operating 'effectively’ at scale.  

 
49. In the November 2014 Trust Fund meetings, the Committee deferred any decisions 

on sunsetting the CIFs and agreed instead to continue monitoring developments with 
the GCF over the next two years to make a decision as to if and when the Trustee 
should stop receiving new contributions at a future joint meeting.   

 
50. In a worst case and highly unlikely scenario, any unused funds would be returned to 

the UK. Given the strong and underfunded pipeline in the CTFs, there is a very low 
risk that UK funds cannot be used effectively/in line with investment mandate/results 
framework. 

 
Risk of stranded assets 
 

51. While we expect UK interests to be met in resolving the sun-setting question, we 
need to guard against the risk for assets to lie stranded and under-managed in the 
CTF once the fund is closed to new contributions. This could occur in two different 
ways:  

 

 UK cash is not distributed to projects and instead held unused in the Trust Funds; 
and 

 Oversight / management of CTF investments by the CIF Administration Unit in low 
carbon projects (which have up to a 30 year lifetime) tails off. This could impact on 
effective monitoring and reporting including the tracking of results and finance and 
the dissemination of learning. 

 
52. We have controls in place to ensure that the first issue does not arise. In particular, 

the UK, with prior written notice, can withdraw part or its entire share before the end 
of the CTF20. This would include any outstanding unallocated balances in the CTF. 
The Trustee would then begin making payments to the UK, on the basis it can 
honour loan repayments. This helps to mitigate the risk of reflows to the CTF building 
up over time and sitting unused until the end of the Fund.  

 
53. Our approach to sunsetting negotiations informs how we handle the second issue 
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around weak investment management. The UK, as mentioned, will ensure that any 
decision to “sunset” the CIFs in due course does not jeopardise the ability of the CTF 
to deliver its existing investments to a high standard and continue to learn lessons 
from these investments.  

 
54. Shared interests within the CIFs also align here to support effective investment 

management in the following ways: 
 

 All donors are equally required to account domestically for their investments in CIFs 

and they share similarly high fiduciary standards/responsibilities. This alignment has 

been effective in the past in ensuring continual improvement in the operation of the 

CIFs. 

 The Multilateral Development Banks provide co-financing alongside the CTF to 

almost all the projects. They are therefore equally interested in making sure that 

these investments deliver. In addition, the UK has additional oversight of these 

institutions through our membership of the MDB Boards.  

 
Management case 
 
HMG management and role 
 

55. The HMG management arrangements have largely remained un-changed since the 
previous business case.  DECC has however taken on more responsibility for the 
CTF compared to DFID given that DECC now provides the majority of funding.  The 
G5 Head of the Policy and Finance Team is the co-chair of both the CTF and Joint 
Committees, and the G7 within the Policy and Finance team has taken on lead 
responsibility for the CTF across Whitehall and represents the UK in the CTF Trust 
Fund meetings. 

 
56. Officials in both DECC and DfiD perform a due diligence role to ensure corporate 

compliance and best practice in relation to UK government funds allocated to the 
CTF, both during six monthly committee meetings, but also in taking decisions by 
mail on project approvals.   Each individual project is scrutinised by the cross-
Whitehall CIF team to ensure the projects fits with the CTF investment criteria, 
including by economists, DFID and DECC experts who provide both country and 
technology specific advice, and on occasion DECC’s commercial, legal and financial 
teams.  DECC and DFID analysts also provide in depth scrutiny of CIF results.  One 
of the Investment criteria covers development benefits, which covers the impact of 
the projects on poverty and job creation.  DFID in particular provide extensive 
external scrutiny to projects to ensure such criteria are met, and we would not 
approve them if they have not been. We have frequently asked project submitters to 
elaborate on how their project will meet the investment criteria (including on 
development benefits), and have requested changes to this effect on occasion. 

 
57. As a Trust Fund Committee member the UK has the ability to endorse or veto 

Investment Plans, project preparation grant proposals as well as project proposals. 
For example, if the UK is not satisfied that a proposed project meets the CTF 
investment criteria or represents value for money, or we are not satisfied that social 



 20 

                                            
21

 https://www.climateinvestmentfunds.org/cif/Administrative_Unit 

and environmental safeguards are adequate, the UK can request further information 
and raise questions for clarification. We actively exercise these rights in our scrutiny 
of CTF proposals.  

 
58. There are regular cross-Whitehall CIF meetings, chaired by the DFID CIF 

programme manager, to consider on-going CIF governance and management. This 
includes reviewing the risk register. There are also quarterly cross-Whitehall senior 
CIF meetings, with DFID and DECC SCS representation, to review working level 
progress and key risks.  

 
Resource Requirements 
 

59. In the previous business case DECC staff resource requirements were estimated as 
follows: (FTEs): HEO 50%; G7 50%; AE/E 10%; G6 10%; SCS 5% = 1.25 FTE.   

 
60. The current overall resource requirements have not changed since this point, 

although the responsibilities and requirements of the individual members of staff 
have changed somewhat (for example, we now estimate around 20% of the HEO’s 
time is spent on the CIFs, and approximately 25% of the Assistant Economist’s 
time).  

 
61. Our projection for future CIF resource requirements are set out below: 

 

FTE 2016/17 2017/18 2018/19 2019/20 2020/21 

CIF 1.5 2 1 0.5 0.5 

 
 
 
 

62. The increase in resource requirements over the next few financial years is for 
anticipated additional work on the sun-setting of the CIFs and not because of the 
additional contribution proposed in this Business Case.   Subject to the final SR 
agreement from HMT, we envisage that we will be adequately resourced to continue 
this level of engagement into the next Spending Review, and we think this is an 
appropriate level of resource given the size and importance of the CTF.   

 
63. It is worth nothing that DFID take the overall lead on Monitoring and Evaluation of 

the CIFs, and they have been pushing to improve the CIFs performance on this. We 
think having one department leading on projects such as this is an efficient use of 
resources, and we remain confident that our interests in M&E are aligned with 
DFID’s.  DECC does however play a considerable role in providing oversight and 
quality assurance of CTF projects, and DECC economists take the lead on 
assessing CTF results.  

 
CIF administrative unit 
 

64. A small Administrative Unit, comprising of professional and administrative staff, 
supports the work of the CIFs.   The Admin Unit21 is responsible for preparing all 
documentation for review by Trust Fund Committee members; conducting 
background research and analysis as requested by the Trust Fund Committee; 
managing a comprehensive database of activities, knowledge management, results 

https://www.climateinvestmentfunds.org/cif/Administrative_Unit
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management, and learning programs; leading on risk management on behalf of the 
Trust Fund Committee; servicing Trust Fund Committee and Partnership meetings; 
and collaborating with the Trustee to ensure it receives the necessary information to 
carry out its responsibilities. The Admin Unit is intentionally not responsible for 
quality assurance of projects, in contrast to the GEF Secretariat.  This is designed to 
keep administrative costs to a minimum – for the CTF  admin costs only account for 
1.1% program related spend compared to transferred funds over fund life time, which 
compares favourably to other CIF funds (4.1% in SREP) and other multilateral funds 
(6.1% in the GEF).  The quality assurance is the responsibility of the MDB 
processes, such as joint missions, and ultimately the Trust Fund Committees  
 

65. Since the last business case, we have been concerned at times that the Admin Unit 
has been very short staffed with a large number of vacancies which has impacted 
upon its performance.  For example, during most of 2014 the CIFs did not have a 
risk manager in place.  The UK raised this issue a number of times at Trust Fund 
Committee meetings which was largely successful in getting the CIF Admin Unit to 
fill its vacancies, including the risk manager position.  This has now been 
successfully resolved and we do not think this issue is affecting the performance of 
the Fund in a significant way, but will continue to monitor the situation closely 
however, and will encourage the CIF Admin Unit to fulfil its current deputy head 
vacancy as soon as possible. 

 
Trustee 
 

66. The International Bank of Reconstruction and Development (IBRD) serves as the 
Trustee for the CTF. It holds in trust, as a legal owner and administrator, the funds, 
assets and receipts that constitute the Trust Fund, pursuant to the terms entered into 
with the contributors.  In recent months we have been somewhat concerned by the 
performance of the trustee and have used recent Trust Fund meetings to push for 
improvements in the financial management and performance of the CIFs.   

 
67. Recent reports provided by the Trustee on the financial status of the CIFs show that 

only a very modest investment income is being earned on the substantial 
undisbursed cash balances in the CIFs (0.33% in the CTF). This was flagged by the 
UK at the recent CTF meeting in May 2015.  This does not impact on the UK 
contribution as that is only provided to the Trustee based on evidence of need, but 
we are pursuing this agenda as it affects the overall efficiency of the CIFs.  In 
response the Trustee reports that efforts are underway to enable investments in a 
broader universe of assets in order to achieve greater diversification of portfolio risks 
and increase returns.  An update will be provided on this at the November 2015 
Trust Fund meetings. 

 
68. The Trustee is working with the MDBs to enhance the CTF cashflow model to more 

robustly model the financial reflows to the CTF. This will enable contributors – 
particularly those with a lower risk appetite – to more adequately assess the 
cumulative impact of individual funding decisions on the overall financial 
performance of the fund.  

 
Risks 
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69. We continue to monitor a number of risks flagged in the previous business case.  
The table below sets out what we consider to be the main ongoing risks for the CIF 
as a whole contained within the Cross Whitehall CIFs team risk register. 

 
70. Significant risks are further discussed at the quarterly senior cross-Whitehall CIF 

meeting. Risks which exceed the ICF Board’s agreed risk appetite are escalated to 
the ICF Board at their regular meetings.  The UK also acts on these risks through our 
engagement with the CIF Admin Unit, MDBs and other CIF stakeholders. The main 
opportunities to make progress on addressing many of these risks is through the 
decision text agreed on agenda items at our semi-annual CIF Committee meetings 
and through bilateral conversations with key individuals (e.g. the Trustee or the Head 
of the CIF Admin Unit).  We are confident that these processes allow the UK to 
manage the risks effectively, and to respond quickly if any of the risks escalate.  

 

Risk Controls in place Mitigating Actions Likelihood 

GCF: Transition from 
CIF to GCF poorly 
handled, re. pipeline of 
CIF projects and 
when/how to sunset the 
CIFs.  This could lead to 
confusion for recipients 
about whether to bid for 
GCF or CIF, which 
could lead to 
inefficiency/duplication 
and a risk of investment 
slowing down. 

GCF Secretariat are 
being invited to CIF 
meetings (but not 
attending due to lack 
of resource); GCF as a 
future funding source 
built into decisions 
made by CIF Trust 
Fund Committees.  
Strategic paper on 
future of CIFs at 
November 2015 
meetings.  

HMG GCF leads to engage 
GCF Secretariat/Board. 
Raise issues with MDBs 
preparing GCF pipeline.  
Engage other donors ahead 
of Strategic Paper 
discussion. 
 
Also a number of other 
processes in which CIF 
lessons are fed into GCF, 
including communication 
between secretariats and 
learning by donors. 

Very High 

Funding shortfall in the 
CTF 

The Trustee is 
managing the pipeline 
and providing updates 
on when shortfall might 
hit. 

DECC seeking permission 
for additional contribution to 
CTF (this business case).  
DECC seeking options to 
unlock the percentage of UK 
contribution currently held 
back as a currency reserve.  
Working with other donors 
to encourage additional 
funding, including by 
proactively discussing with 
them via the UK’s CTF co-
chair, and with CIF admin 
unit to encourage them to 
seek alternative sources of 
funding and to highlight 
options.   

High 

Slow implementation of 
Investment Plans & 
projects 

Requirement to 
revise/explain reason 
for delay after 2 years 
if projects have not 

Use of Trust Fund 
Committee meetings to 
continue to flag progress 
with implementation of 

Medium 



 23 

progressed. 
Agreement secured to 
overprogramme under 
CTF.  Traffic light 
system introduced to 
flag projects that are 
moving slowly through 
the pipeline.   
 

projects. 
 

CIFs do not provide 
lessons to wider 
community 

UK provided £6m for 
evaluation activities – 
however, this needs to 
be focussed on 
lessons from the CIFs 
on performance on 
gender, private sector, 
focus on poor people, 
and increasing energy 
access.  The CIF 
admin unit are also 
very proactive on 
outreach and comms, 
utilising blogs, e-
newsletters, seminars, 
etc, to share lessons 
from the CIFs.  The 
CIF admin unit have 
also been proactive in 
sharing lessons with 
the GCF. 
 

UK donor representative on 
Evaluation Reference Group 
to help ensure strategic 
focus of evaluation and 
lesson learning activity.  
 

Low 

 
 

71. The table below sets out some risks which are associated with specifically with an 
additional contribution from DECC to the CTF. 

 

Risk Mitigating Action Risk Rating (and rationale) 

Possible criticism from 
some countries for 
continuing to invest in the 
CTF rather than put more 
money into the Green 
Climate Fund 

Make it clear that the 
CTF contribution is in 
addition to our GCF 
commitment. 

Low: At the last CTF Trust Fund 
Committee meeting there was 
support from developing countries to 
keep the CIFs going  

Political risk of reduced 
pressure on the US to meet 
their existing pledge quickly. 
The US still has $171 million 
of outstanding pledges to 
the CIFs. We are keen to 
maintain pressure on the 

Continue to engage 
with the US and stress 
the importance of 
meeting the shortfall. 

Low:  the proposed additional UK 
contribution does not fund anywhere 
near all the projects in the CTF 
pipeline, and so pressure will remain 
on the US to deliver against its 
pledge (and it continues to reiterate 
publically its commitment to do so).  
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US to meet their 
outstanding pledge before 
the end of President 
Obama’s term. There is a 
risk that providing additional 
funds to the CTF may 
relieve some political 
pressure on the US in the 
short term 

 
 

Risk of UK assets in the 
CTF being ‘stranded’ when 
fund is sunset 

See controls in place 
in stranded assets 
section above. 

Low: in light of the upfront controls 
we have in place, our influential role 
within the CIFs, and aligned 
interests amongst donors for 
continuing oversight and 
management of the CIFs.  
 

 
Appraisal case 
 
Options appraisal  
 

72. The previous business case included extensive analysis on how ICF funding could 
be best used.   Our objectives remain to provide finance for low carbon development 
at scale; to provide finance with a strong transformation and demonstration effect, 
which is coordinated and predictable, and which supports nationally owned actions; 
and to use public finance in a targeted way to mobilise private finance.  The section 
below briefly sets out our analysis of alternative options to making the proposed 
contribution to the CTF. 

 
Provide additional resources to CTF  
 

73. An additional contribution from the UK will increase the impact and outcomes of the 
CTF. The additional £200mm contribution is expected to:  

 Reduce emissions by 34.2 Mt CO2e 

 Install 634 MW of renewable energy 

 Save 6,114 GWh of energy 

 Leverage £264m of private finance 

 Leverage £548m of public finance 
 

74. Further considerable co-benefits (including poverty reduction and demonstration) 
would also be gained by broadening the CTF pipeline.  

 
75. An additional contribution to the CTF is a very good opportunity to meet our 

strategic objectives (such as delivering transformational low carbon 
investments) through a fund which is performing well, with demonstrable 
results, and has a funding shortfall. It would also be very unhelpful if the fund 
ran out of money in the run up to the COP.   

 
 
Extend existing non-multilateral projects in the current pipeline or develop new bilateral 
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projects to add to the pipeline  

76. Our assessment is that no other non-multilateral programmes currently in our 
pipeline are currently feasible, either with regards to timing nor absorption 
capacity, to consider them viable options.  Therefore we think a further 
contribution to the CTF would be a better fit to deliver the ICF objectives.   We 
are already in parallel pursuing other bilateral approaches with limited further 
absorptive capacity. 

 
Provide additional resources to the Green Climate Fund  
 

77. An alternative to making a further contribution to the CIFs would be to commit an 
additional sum to the Green Climate Fund. In theory this is possible, but the first 
official replenishment of the fund will only be triggered once 60% of committed 
resources have been programmed (expected in June 2017).   

 
78. Given the urgent need to provide finance to support low carbon development 

at scale and to avoid a hiatus in climate finance and encourage ongoing 
pipeline development, we think that ICF funds would be better directed 
towards the CTF than the GCF at this stage.  The GCF would not be best use of 
funds, as it has sufficient money for next few years.   

 
Provide additional resources to another multilateral fund 
 

79. As in the previous business case, there is the possibility to put these resources into 
another multilateral fund such as the Partnership for Market Readiness (PMR), 
Global Environmental Facility (GEF) or the Scaling Up Renewable Energy program 
in Low Income Countries (SREP).   

 
80. Based on consideration of the alternative options we remain convinced that the 

analysis in the previous business case stands.  PMR would not be able to absorb 
this scale of funds, and the GEF is not currently in a replenishment cycle and funding 
decisions within that fund are handled by DFID so this is not something we would 
consider funding.  Within the CIFs, we think the CTF would be a more effective use 
of our resources compared to SREP as the latter funds projects in low income 
countries.  And if we pursued any of these other options we would not be able to do 
anything to address the CTF shortfall. 

 
81. Delivering through multilateral channels is an important aspect of the ICF 

delivery model, and we do not think there are any other multilateral funds 
operating at scale which meet DECC’s objectives and which have the same 
strength of investment pipeline and need for funds at this stage .  It would be 
very challenging to programme our full allocation for 2015 in line with the ODA 
profile without further contributions to the CTF. 

 
82. We think there is a strong case for a further investment of UK climate finance 

in the CTF given there is a strong pipeline of unfunded projects that have been 
approved as part of CTF Investment Plans, which have been developed under 
its programmatic approach in line with CTF criteria and which could deliver 
VFM results. 
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 Note that this analysis has not been updated in light of the recent 2015 results report published in November.  
23

 The ICF methodology on the attribution of results has been revised since the approval of the CTF Business Case from project level to 

fund level. That is results are attributed to the UK based on its donor burden share in the CTF, and no longer shared with project level MDB 
and other public finance.   
24

 The original model used DECC’s Traded Carbon Prices (£2013), the model was updated with ICF’s international carbon prices series 
(£2015). 

 
Value for money appraisal 
 

83. The analysis presented here provides an indicative assessment of the value for 
money of investing up to £200m in 2015 in the CTF as a capital contribution. The 
analysis is based on the best available data gathered from the CIFs Admin Unit, 
published Semi-Annual Operational Report, and value for money indicators of the 
approved projects under the existing CTF portfolio. Whilst the CTF has already 
produced some actual results, this evidence base is built on expected results as 
opposed to actual results, expected results cover 57 Trust Fund Committee and 
MDB approved projects under the existing CTF portfolio, representing the allocation 
of $3.5bn CTF finance (67% of the current value of pledges)22. By using expected 
results the analysis is able to reflect a wide array of technology costs, a variety of 
different geographies targeted by CTF funding, different levels of technical 
assistance and the level of geographical isolation impacting installation and 
transaction costs. Due to these inherent uncertainties the evidence base has been 
evaluated as moderate.  
 

84. An additional up to £200m ($320m) is considered to be an appropriate level of 
funding based on our objective to meet the shortfall in CTF funding ahead of COP 
and until other global delivery mechanisms become operational. A UK contribution of 
£200m would meet 60% of the shortfall ($837m) assuming the US also meets its 
outstanding pledge ($187m) and a solution can be found for the release of the UK’s 
contributions currently held back as foreign exchange reserves ($123m). This 
amount of funding would bridge the shortfall up until June 2016 based on the CIFs 
Admin Unit’s expectations of upcoming pipeline approvals and could be laid as per 
promissory note in 2015/16 based on the realised need.  

 
85. In order to appraise the UK’s additional £200m contribution, the economic modelling 

used for the original Business Case was revised in line with the current ICF appraisal 
standards including the change in the attribution rule23 and ICF’s new international 
carbon prices series24. Further, it was scaled to the size of the UK’s additional 
contribution and updated to reflect our latest information on the CTF.  The cost-
benefit analysis is partial as it only monetises the direct benefits from CTF 
investments: GHG emissions savings, resource savings through energy efficiency 
and additional renewable generation capacity, and meeting unmet demand for 
energy and transport in fast growing countries and urban areas. Further non-
monetised co-benefits targeted through the CTF Investment Criteria include the 
promotion of new technologies, bringing them closer to commercial viability by either 
bringing down the cost of technology or through strong learning and demonstration 
impacts, health impacts through the reduction of black carbon and other pollutants, 
poverty reduction through bringing down energy bills through energy efficiency 
measures and more competitive renewable technologies and the creation of green 
jobs.   
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 The exact level of DECC’s contribution in 2015 will be determined by our requirements to meet the 2015 ODA spend target. 
26

 Project level attributed results reflect the public abatement costs and are expected to be lower because results are shared between all 

public sources of finance, even those assumed to be mobilised by the CTF. 

86. The table below presents the change in expected results compared to our original 
Business Case. Column (1) shows expected results based on the portfolio 
assumptions used in the 2013 CTF Business Case, and serves as the benchmark. 
Column (2) shows the expected results based on the updated portfolio assumptions. 
Column (3) shows the headline expected results from a £200m UK investment based 
on the updated portfolio assumptions and update to the ICF carbon prices used for 
the monetisation of carbon benefits. Column (4) based on the same modelling 
assumptions as column (3) shows the expected results from an initial £100m 
investment in 201525 to showcase the expected results should we contribute the 
approved funding in two equal tranches.  

 
  (1) 

Old BC portfolio 
assumptions  
 
 

(2) 
Portfolio 
assumptions 
changed to 
reflect the 
currently 
approved 
portfolio 

(3) 
Headline results for 
£200m with ICF 
international carbon 
price series  

(4) 
Headline 
results for 
£100m with 
ICF 
international 
carbon price 
series  

CTF portfolio based modelling assumptions 

Admin costs (as a % of total funding) 1.1% 0.9% 0.9% 0.9% 

Portfolio total investment cost per tonne 
(£/t) 

£21.4 £26.4 £26.4 £26.4 

Public leverage ratio (MDB and other) 3.47 4.35 4.35 4.35 

Public leverage ratio (host governments) 1.51 1.13 1.13 1.13 

Private leverage ratio 1.96 2.64 2.64 2.64 

Carbon price series ICF Old ICF Old ICF Central ICF Central 

UK investment and Fund size 

UK investment £200 £200 £200 £100 

Total Fund Size £3,490 £3,490 £3,490 £3,390 

      

UK attributed Fund-of-Fund level 

Attribution 6% 6% 6% 3% 

Total carbon benefits discounted (£m) £917 £856 £927 £464 

Total energy benefits discounted (£m) £632 £589 £589 £295 

UK NPV (£m) £1,349 £1,245 £1,317 £658 

UK Benefit Cost Ratio £7.7 £7.2 £7.6 £7.6 

UK Attributed cost per tonne (£/t) £5.5 £5.8 £5.8 £5.8 

CO2e saved (MtCO2e) 36.7 34.2 34.2 17.1 

RE installed (MW) not modelled 634 634 317 

Energy saved (GWh) 6,555 6,114 6,114 3,057 

Private finance leveraged (£m) £196 (1:1) £264 (1:1.3) £264 (1:1.3) £132 (1:1.3) 

Public finance leveraged (£m) £498 (1:2.5) £548 (1:2.7) £548 (1:2.7) £274 (1:2.7) 

UK attributed project level 

Attribution 1% 1% 1% 1% 

Public NPV (£m) £147 £70 £83 £42 

Public Benefit Cost Ratio £1.7 £1.3 £1.4 £1.4 

Attributed cost per tonne (£/t)
26

 £24.4 £31.3 £31.3 £31.3 

 
87. Overall the updates to the economic model suggest the additional UK investment of 

£200m is expected to represent better value for money in terms of economy through 
greater economies of scale, and increased efficiency through increased leverage of 
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 This is a conservative assumption, some projects might have higher additionality which can increase cost-effectiveness. 
28

 Each project proposal includes a calculation of the cost per tonne of CO2e reduced, which is assessed against CTF financing eligibility 

threshold at the time of TFC approval. Project targets may change as MDB Boards approve the final public projects and sub-projects under 
the private sector projects. Reasons for the changes in MDB CO2 savings and co-finance targets were clarified by the CIFs AU, and the 
majority are explained by revisions to expected results that also included indirect impacts (e.g. tonnes of carbon avoided through market 
replication potential) in line with CTF Monitoring and Reporting Toolkit. 
29

 This analysis does not take into account the new WB central charges which if were to apply to already existing Trust Funds would 

decrease the economy of any further contribution to the CIFs.     

CTF donor finance, but slightly lower value for money in term of effectiveness due to 
the higher overall total investment cost per tonne of the expected portfolio (compare 
columns (2)-(3) of the table below).   
 

88. Based on the 57 approved projects under the existing CTF portfolio, it is expected 
that an additional £200m contribution to the CTF will achieve the following tangible 
results attributable to the UK, assuming that only 50% of all results are additional27: 

 

 An attributed cost/tonne of £5.85/tCO2e against the original Business Case 
expectation of £5.45/ tCO2e. This slight decrease in cost-effectiveness is explained 
by an increase in the portfolio average total investment cost per tonne from £21.4/ 
tCO2e to £26.4/ tCO2e. This is still well below the threshold for CTF financing 
eligibility established at the marginal abatement cost of $200/t of CO2e abated and is 
considered to be more representative than the original modelling. The original 
appraisal relied on the assessment of only 30 projects and their Trust Fund 
committee approved targets. This assessment takes into account a wider range of 
projects and relies on MDB approved targets where available (75% of the projects).28 
The decrease in cost-effectiveness is somewhat offset by the forecasted decrease in 
programme related administrative costs from 1.1% to 0.9% due to increasing 
economy the programme management of the CIFs Admin Unit as a percentage of 
total funds committed, as the fixed costs related to central administration and 
management fees are spread.29 

 A UK attributable total leverage ratio of £1:£4 comprising investments from the 
private sector, MDBs as well as host governments against the original Business 
Case expectation of £1:£3.5. The expected public sector leverage is £1 to £1:2.7 and 
the private sector leverage of £1 to £1.3.   

 34.2 MtCO2e saved against the original Business Case expectation of 36.7MtCO2e.  

 6144 GWh saved from energy efficiency measures carried out under the CTF 
against the original Business Case expectation of 6555 GWh.   

 634 MW clean energy installed from renewable energy projects based on the 
current portfolio average total investment cost per MW installed. The original 
Business Case did not contain expectations vis-à-vis the installation of renewable 
energy capacity. 

 
89. The modelling when updated with ICF’s international central carbon prices series 

shows a positive UK NPV of almost £1.3bn and a BCR of £7.6:£1 for a £200m 
additional UK contribution (see column (3) of the table above).  The public 
additional abatement cost of the intervention – approximated by project level 
attribution - is £31.7/tCO2e compared to the original expectation of £24.4/tCO2e and 
also has a BCR of above 1 demonstrating positive economic benefits (1.4:1).  
Overall, the UK attributed cost per tonne of the CTF at £5.45/tCO2e is well within the 
range of DECC ICF current investments (£2.6 - £21/tCO2e) and below the spend 
weighted average attributed cost per tonne of £6.5/tCO2e. The leverage ratio of 
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£1:£4 is similar to the expected overall DECC ICF leverage ratio at £1:£4.3. These 
favourable VfM metrics together with the overwhelmingly positive BCR suggest that 
CTF is a sound investment within our wider portfolio.  
 

90. Sensitivity analysis has been carried out to test the VfM results are robust to 
varying key inputs such as the carbon price and additionality. Overall the share of 
CO2 savings in monetised benefits increased from 68% to 70% using the ICF central 
carbon prices series. Accordingly, using the low and high series (sensitivity range of 
+/-50% around the central estimates) has a considerable impact on the BCR, but it 
remains robust with a range of £5.3:£1 to £9.9:£1.   In line with the ICF appraisal 
guidelines a 3.5% discount rate is applied to global public goods; in this case the 
carbon benefits accruing from the project. All other costs and benefits are discounted 
at a developing country discount rate of 10%, this is because we do not know exactly 
where the fund will invest and therefore cannot use country specific discount factors. 
Sensitivity testing the developing country discount rate with a high 20% and a low 
5% also returns a positive BCR range of £5.7:£1 to £10.1:£1  

 
91. As these results are based on an indicative portfolio breakeven analysis is useful in 

demonstrating how much the CTF future portfolio would have to underperform the 
currently approved projects in order to provide a negative return.  The breakeven 
analysis was applied to the unit cost metrics that measure the effectiveness of the 
fund – cost per tonne of CO2e abated. The cost per tonne of CO2e abated would 
need to be almost eight times greater than the current portfolio average (exceeding 
£200/t of CO2e saved) to mean that the NPV would become negative – or the BCR 
be below 1. A decrease in the cost effectiveness of delivery of CO2 benefits by 74% 
is required to lead to a BCR of 2 based on the current data. Additionality, assumed 
as 50% against the counterfactual is also a key determinant of the VfM case and 
therefore lend itself to breakeven analysis. Decreasing the project additionality to 
around 13% is at the points at which the investment fails to return a net positive 
benefit to society. 

 
92. The future performance of the CTF would therefore have to be significantly worse 

than current portfolio suggests in order for the cost to outweigh the benefits. Given 
the CTF is currently delivering the value of money described above (at a BCR of 
£7.6:£1) we consider it unlikely that the benefits of CTF pipeline currently facing 
funding shortfall would not outweigh the costs.  

 
Financial Case 
 

93. The financial case for making an additional commitment to the CTF remains largely 
unchanged since the last business case.  It is worth re-stating briefly the key 
elements of the Fund’s financial model as it reiterates the reasons why an additional 
UK commitment in the form of a Promissory Note will allow further approval of 
projects. 

 

CIF’s Financial Policies 
 

94. The CIF Trustee (IBRD) has developed a financial model that ensures: 
 

 The CIF’s have a minimum liquidity in any one year to meet all projected debt 
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 2015 Report on the Financial status of the CIF, http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-

documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf, p.12. 

service payments and 50% of expected disbursements over that period. 

 The Trustee’s financial model only enables the approval of projects by the Trust 
Fund Committee against funds available, which includes cash receipts and 85% of 
funds held in promissory notes - holding back a reserve of 15% against exchange 
rate fluctuations. 

 Optimises investment returns from funds held in trust, prior to disbursement, to 
help cover potential losses from the fund (which is important to address loan 
contributors low risk appetite) and cover administrative costs of the CIFs.  

95. Funds held by the Trustee, and indicative pledges have an impact at 3 points of the 
programming cycle: 

 Funds, including the full value of promissory notes and pledges, enable the 
development by MDBs and recipient countries of a pipeline of Investment Plans 
and projects. 

 Cash balances and 85% of promissory notes value enable approval of developed 
projects by the Trust Fund Committee. 

 Cash plus encashed promissory notes enable disbursement to MDBs to enable 
implementation of project in any 6 month period. 

Management of UK contributions 
 

96. The UK manages its contributions through Promissory Notes which allows us to 
commit funds to enable the development of investment plans and approval of 
projects; retain funds in the Bank of England until they are required for funding 
decisions and disbursement, and; thereby mitigates the risk that excessive cash 
balances build up. 
 

Form of UK contributions 
 

 

97. To date, all UK contributions to the CTF have been capital contributions. Capital 
contributions can be used to finance concessional loans and other financial products 
such as guarantees. This means that a pro-rata share of principal repayments and 
interest payments on outgoing loans or guarantee fees from the CTF are returned to 
the UK when the Trust Fund is closed. At present, the final transfer date is 2053.  

 
98. The previous business case sets out the reasons why it was decided that the UK 

should make capital contributions, and this case remains unchanged.  Other CTF 
donors provide contributions in the form of loans or grants.  The table30 below sets 
out the current break down of contributions. 

 

http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf
http://www-cif.climateinvestmentfunds.org/sites/default/files/meeting-documents/ctf_scf_15_inf_2_ctf_trustee_report_final_0.pdf
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 ICF International. 2014. Independent Evaluation of the Climate Investment Funds. Washington, DC: World Bank. 

http://www.cifevaluation.org/docs/cif_evaluation_final.pdf?utm_source=website&utm_medium=homepage&utm_content=full_eval&utm_cam
paign=cifevaluation  

 
 

 

 
 
 
Additional evidence and analysis since previous Business case 
 

99. Since October 2013, there has been a considerable amount of external analysis 
carried out on the CIFs, including an independent evaluation of the CIFs, a report by 
the Independent Commission on Aid Impact (ICAI) which covers the CIFs in detail, 
two reports by the Overseas Development Institute (ODI), and a Multilateral Aid 
Review.   

 
Independent Evaluation of the CIFs31 
 

100. The Independent Evaluation in particular was a key assessment of what the CIFs 
had done well so far and ways in which they could be more effective.   It was carried 
out in 2013 by ICF International, an independent international consultancy (and 
published in 2014).    

 
101. This evaluation had two principal purposes: 

 To assess the development and organizational effectiveness of the CIFs to date.  

 To document experiences and lessons for the benefit of the Green Climate Fund 
(GCF) 

 
102. The evaluation praised the CIFs for its transparency, its approach to learning, its 

effective administration, and for its programmatic approach which was seen as 

http://www.cifevaluation.org/docs/cif_evaluation_final.pdf?utm_source=website&utm_medium=homepage&utm_content=full_eval&utm_campaign=cifevaluation
http://www.cifevaluation.org/docs/cif_evaluation_final.pdf?utm_source=website&utm_medium=homepage&utm_content=full_eval&utm_campaign=cifevaluation
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promoting country ownership and consultation.  A number of issues were flagged for 
improvement, including on governance, project delays, and lack of private sector 
engagement.  A full summary of the evaluation can be found at Annex B. 

 
103. Significant improvements have been made to the CIFs as a result of this 

evaluation, including by increasing the focus and resources dedicated to areas like 
learning, monitoring and evaluation and addressing gender inequality; in increasing 
the speed of project approvals (demonstrated by the upcoming shortfall within the 
Fund); in streamlining governance structures; in developing more robust results 
reporting practices; in instigating new and more robust approaches to tracking risk; 
and in increasing the focus on providing funds to the private sector through the 
development of the DPSP and private sector set-asides.  Some specific examples of 
how the UK has pursued these recommendations are set out below.  It is also worth 
noting that since the Independent Evaluation took place at a time when very few CIF 
projects had been fully implemented and that consequently very few results had 
been reported.  As stated above, dramatic progress has been made since then in 
terms of the development of projects on the ground that are now delivering results. 

 
104. Evaluation and learning: The UK through the CIF governance structure has 

pushed for greater focus on project level evaluation and learning.  This has resulted 
in a series of papers tabled at the CIF Trust Fund Committee meetings.  One finding 
from these papers is that the MDBs do have a routine monitoring, learning, reporting 
and evaluation work built into the design of their projects as part of standard MDB 
procedures, such as mid-term reviews, project completion reports and quality 
assurance of these by their Independent Evaluation Offices.  However, the UK’s 
position has been that this does not sufficiently allow mid-course correction and 
learning, or maximise the learning from this major scaled-up climate financing 
piloting exercise.  

 
105. Given the above, and the importance of learning from the CIFs as highlighted by 

the Independent Evaluation DFID has contributed £6m to strengthen evaluation of 
the CIF portfolio.   DFID are working to persuade other contributors to share the 
costs of the additional evaluations, but even where this is not possible they assess 
that the evaluations are necessary and will be good value for money.  

 
106. Gender equality: Gender is a key focus for the UK in the CIFs.  We are required 

to comply with a sub-section on gender equality which has been added to the 
International Development Act 2002, and have proactively raised this agenda at 
Trust Fund meetings and with the CIF admin unit.  Partly as result of our lobbying, a 
senior gender advisor has been recruited by the CIF Administrative Unit who, 
together with an MDB CIF gender working group, has drafted a CIF Gender Action 
Plan, that was endorsed in the June 2014 Trust Fund Committee meetings.   The 
action plan will mainstream gender considerations in CIF policy and programming 
and ensure that gender equality goals are addressed in the design, implementation 
and monitoring and evaluation of CIF Investment Plans and projects 

 
107. Results Framework: The UK has been heavily involved in the development of the 

CIF Results Frameworks, firstly taking part in the working group to develop a first set 
of results frameworks, and subsequently to push for streamlined and robust results 
frameworks that are more closely aligned with the UK’s Key Performance Indicators 
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 Independent Commission for Aid Impact.  December 2014.  The UK’s International Climate Fund.  http://icai.independent.gov.uk/wp-

content/uploads/2014/12/ICAI-Report-International-Climate-Fund.pdf 
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  Nakhooda, S. and Amin, A..  October 2013.  The effectiveness of climate finance: a review of the Clean Technology Fund, Overseas 

Development Institute: London.  http://www.e3g.org/docs/The_effectiveness_of_climate_finance-
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 Nakhooda, S. and Norman, M. December 2014. Climate finance: is it making a difference? Overseas Development Institute: London.  

http://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/9359.pdf 

(KPIs).  
 
108. Risk: A CIF portfolio risk management framework has been developed in order to 

monitor and manage risk at a Trust Fund level. The CIF AU has now recruited a 
Senior Risk Management Officer to oversee the implementation of the risk 
management framework.  He is in the process of a risk assessment dashboard 
which will be used to monitor risks in the CIFs going forward.  This is planned to be 
operational by November 2015. 

 
ICAI report -201432 
 

109. The Independent Commission for Aid Impact (ICAI) carried out an in-depth 
review of the International Climate Fund in 2014.  The final report looked in detail at 
the CIFs. It praised the UK for its influence in the CIFs, particularly on strengthening 
results frameworks, targeting the private sector, encouraging a greater focus on 
gender, and on increasing transparency and inclusiveness.  In particular, the ICF 
was praised for its efforts in getting to the CIFs to develop a range of learning 
products, which the report claims ‘is an early example of a transformational outcome 
for the ICF.’   The report however states that more could be done to share such 
learning.  The report also praised the CIFs for its progress in making large scale 
investments in low carbon technologies and leveraging investment from others, 
although the report did flag that programming had been slow.  A full summary of the 
ICAI report assessment of the CIFs can be found at Annex C. 

 
ODI reports on CTF and Multilateral Funds 
 

110. The Overseas Development Institute (ODI) has also undertaken two relevant 
reports on the CIFs – one specifically on the CTF (The effectiveness of climate 
finance: a review of the Clean Technology Fund, 201333), and the other on 
Multilateral funds more generally (Climate Finance: Is it making a difference? A 
Review of the Effectiveness of Multilateral Climate Funds, 201434). Both reports were 
broadly positive about the CIFs.  Like other reports, they praised the CIFs for being 
inclusive and transparent and for its focus on learning, as well as for successfully 
mobilising resources from donors and from MDBs, and for encouraging MDBs to 
work together.  The CIFs are also commended for pioneering new approaches to 
climate finance.  The reports criticise the CIFs for slow implementation and 
disbursement, but does acknowledge that this is improving and has been helped by 
the decision of the CTF trust fund to over-programme resources.  As above, these 
reports (in particular the one focusing just on the CTF) were written before the recent 
dramatic increase in CTF disbursements.  The main findings of both reports are at 
Annex C. 
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 Department for International Development.  July 2013.  Multilateral Aid Review Update. http://www.odi.org/sites/odi.org.uk/files/odi-

assets/publications-opinion-files/9359.pdf 

Multilateral Aid Review: 
 

111. The CIFs were also briefly referenced in DFID’s 2013 Multilateral Aid Review35 
(MAR).  The Review stated that: 

 
“The CIFs continue to make progress across all reform priorities. Concerns about how gender 
was taken into account were targeted through an independent gender review. Revised results 
frameworks were implemented for three of the programmes, whilst work continues on core 
indicators for the fourth. Concerns around speed of disbursement are being addressed. 
Greater transparency has been achieved through signing up to the International Aid 
Transparency Initiative.”   
 
DFID/DECC Annual Performance Review of the CIFs – October 2014 
 

112. The CIFs last went underwent an annual review in October 2014.  It scored an A 
on a rating scale of A++ to C, and its risk rating was medium, as has been the case 
in all 5 annual reviews carried out so far.   

 
The main findings of the Annual Review and how we have followed up on them are listed 
below: 

 The pace of project approval had picked up since the previous year, however, the 
pace of disbursement of funds was not as high as forecast. In part this is due to the 
structure of financing projects which sometimes masks the fact that projects are 
further ahead in implementation than disbursement would suggest.  We continue to 
work with the CIF admin unit to understand the reasons for slow disbursement and 
will proactively raise this at the November 2015 Trust Fund Committee meetings. 

 There are concerns over the quality and robustness of some of the results produced 
for the CIFs.  As above, we maintain in close contact with the CIF admin unit and will 
raise this in the 2015 Trust Fund meetings. 

 CIFs learning products at the global level continue to improve, however, there are 
concerns over the incorporation of learning at the project level.   

 The CIFs continue to make good progress against reforms identified by the UK and 
now by the Independent Evaluation.   

 There are opportunities to improve the financial management and performance of 
the CIFs.   

 The overall risk level of the CIFs remains medium, but on a downward trajectory.  
The reason for this rating is due to the risks around developing learning and slow 
implementation as set out in the risk section above, and not the risk of fraud or 
misuse of funds which is considered to be low. 

 With regards to the CTF in particular, the review noted that good progress has been 
made on indicators regarding Investment Plan approval and project development, 
but targets had not been met on disbursement. 

 The next CIF annual review will be published in January 2016.  The reason for the 
change for the previous October date is so that the next round of CIFs results (which 
were published in October 2015) can be incorporated in to this annual review. 
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Annex A -  Further examples of the kind of projects that have been deployed by the CTF 
include: 
 

 The CTF is supporting a project in Vietnam to improve the performance of Vietnam’s 
Power Corporations in providing quality and reliable electricity services, and to reduce 
greenhouse gas emissions through demand side response and efficiency gains. It is 
comprised of three components: (A) System Expansion and Reinforcement; (B) Introduction 
of Smart Grid Technologies in Distribution; and (C) Technical Assistance and Capacity 
Building. Component B uses a US$30M CTF loan. The total project costs are an estimated 
US$800.4M. To date, this project has leveraged US$139M of direct finance. Over the 
project lifetime it is expected to result in emission reductions of 2.7MtCO2e and energy 
savings of 3,659GWh. 

 The CTF is funding a $150m program in Indonesia to facilitate commercial lending and the 
financial close of geothermal power projects undertaken by the private sector and state 
owned enterprises borrowing without a government guarantee. The Program will include 
multiple private sector geothermal projects over the next 3 years totaling 750 MW 
(approximately $2.6 billion in project costs) and emission reductions of 4.4MtCO2e. To date 
the project has leveraged in US$1.627bn in direct finance and installed 560 MW of new 
renewable energy capacity.36 

 
Further potentially transformational projects that the CTF Trust Fund has approved and which 
are beginning implementation include: 
 

 In Central America and the Caribbean there is work to develop geothermal projects 
through the Co-financing for Renewable Energy and Energy Efficiency Program (CORE). 
This will support Caribbean countries in the deployment of geothermal pilot projects that 
can be scaled up to seize geothermal potential in the Caribbean. The initial focus will be on 
the Eastern Caribbean Countries where potential exists to add at least 250 MW of 
geothermal generation capacity. 

 Enabled by US$125 million CTF financing, the Filipino government is implementing an 
integrated strategy to advance the transition to solar-powered electric vehicles in two of its 
largest cities. The CTF backed investment will help deploy 100,000 e-Trikes, and provide 
initial financing to establish rooftop solar charging stations for the vehicles in Cebu City and 
Manila. 

 A $53.5 million programme on Renewable Energy Mini grids and distributed power 
generation.  This investment seeks to catalyze growth in access to electricity by 
addressing barriers to private sector led development of renewable energy mini grids and 
distributed power generation.  Pilot countries include India, Indonesia and Philippines with a 
second phase including Ghana, Bangladesh, Nepal and Peru, amongst others. 
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Annex B : List of projects that could be affected by CTF shortfall 
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Annex C: Findings of Major reports covering the CIFs 
 
The Independent Evaluation of the CIFs – published 2014 
 
Governance 
 
The CIF draws legitimacy from a principle of equal representation, consensus decision-making, 
inclusivity of observers, and transparency. Compared to other funds, observers at the CIF have 
greater voice. There is scope for improving engagement with the observers’ large 
constituencies. Transparency at the CIF has improved and is on par with best practice among 
global partnerships. 
 
Governance efficiency and effectiveness have been hindered, however, by the CIF’s complex 
architecture.  The consensus decision rule, together with the lack of a secretariat with a strong 
executive function, has hampered efficient decision-making, resulting sometimes in indecision 
and micromanagement.  CIF governance has been slow to resolve major strategic issues, 
although CIF have shown a capacity for organizational learning and adaptation over time and 
progress has been made over time. 
 
Management, operations, and quality control: 
 
The CIF Administrative Unit has been responsive, proactive, and well-regarded by 
stakeholders. It has maintained a lean budget while carrying out an expanding program and 
accepting additional duties from the governing bodies.  However, the ‘light touch’ was achieved 
in part by shifting responsibilities elsewhere.  
 
There were tensions between trusting MDB systems and ensuring accountability at the CIF-
level. The MDBs have no formal process for applying quality control, safeguards, or evaluation 
at the level of the country investment plan 
 
Through the role of the MDB Committee, the CIF have institutionalized a platform that has 
enhanced MDB collaboration, and has fed MDB technical expertise into CIF operations. MDBs 
have effectively coordinated to support country-led preparation of investment plans—a role that 
has proven particularly important for lower capacity countries 
 
Progress through the project cycle has often lagged behind CIF norms, and is associated with 
factors at the Program, country and project levels.  Overall, the greatest incidence of delay has 
been in the project preparation stage, after Investment plan endorsement 
 
The CIF began without a gender focus, but attention to gender increased over time in 
investment plans 
 
Transformation in the CIF 
 
The goal of transformation was not consistently pursued, in part because of uneven focus on 
addressing the barriers to impact and replication. Some CIF projects are clearly 
transformational in goal or design. For instance, the total aggregate CTF investments in 
Concentrated Solar Power could help reduce the cost of this globally relevant technology 
 
However, many CTF plans and projects lack a convincing theory of change that explains how 
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replication and broader uptake will be achieved. CTF investment criteria for transformational 
impact focus on quantifying GHG emissions reductions rather than the logic of demonstration 
effect, barrier removal, or the mechanisms for replication. CIF claims of financial leverage often 
carry an unsubstantiated implication that the CIF has attracted funds that would not otherwise 
be forthcoming. 
 
Development Effectiveness of the CTF 
 
As of mid-2013, CTF had made progress toward co-financing and installing renewable energy 
capacity, but few energy efficiency programs are under implementation, and no public 
transport projects are reporting results yet. 
 
On the whole, CTF investment plans describe projects that would substantially boost installed 
renewable energy generation capacity or would reduce power consumption by 1 to 8 percent, if 
successfully implemented. But the mechanism by which they might be scaled up and 
replicated is often lacking 
 
Private sector engagement and risk management 
 
The CIF have recognized the importance of the private sector in scaling-up climate change 
mitigation and adaptation activities. Several factors have depressed the direct provision of 
funds to the private sector.  The CIF have begun to address these hurdles through private 
sector set-asides in the CTF and SCF. 
 
The CIF do not utilize the full range of available financial instruments (such as equity 
investments), impeding their ability to use funds to support high-risk, high-return investments. 
This is because CIF funds are pooled by contributors with different degrees of risk tolerance, 
lenders being generally more conservative than those who furnish grant or capital funds. 
 
Supporting new private sector initiatives through a Dedicated Private Sector Program under 
the CTF.  This will use between $150m to $623m of concessional finance from the CTF to 
mobilise significant amounts of private sector investment, helping to learn lessons by piloting 
new approaches to scale up private climate finance.   
 
Investment plans, national ownership, and consultation 
 
Programmatic national investment plans are an innovation of the CIF. The investment plan 
process has largely secured strong government ownership and alignment of CIF plans with 
existing national strategies and programs. MDBs and governments have collaborated 
effectively to develop investment plans, and development partners have been engaged in the 
process in all CIF countries 
 
Learning, monitoring and evaluation 
 
Learning is a pillar of CIF objectives and was embraced from the outset through strategy and 
program development.   The CIF also have a vast potential to develop and disseminate 
outwardly focused learning on how countries can respond to the challenge of climate change. 
This potential has been partially realized. CIF global knowledge products have been improving 
over time and moving toward more in-depth assessment in thematic areas, although 
opportunities remain to learn more explicitly from negative experiences 
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CIF monitoring and reporting systems have made substantial positive progress after a slow 
start 
 
Findings of ICAI report relevant to the CIFs- published 2014 

 
 
The ICF has made substantial investments in multilateral climate funds as delivery instruments, 
particularly the CIFs. As we discuss below under Impact, the CIFs have piloted new 
approaches to climate finance and had significant influence on international policy processes. 
The ICF has helped to drive reforms and to promote more inclusive decision-making 
processes. The UK has a seat on all CIF Trust Fund Committees as one of usually eight donor 
members.  Examples of ICF influence include:  
 

 Results: strengthening results frameworks;  

 Private sector: targeted development programmes;  

 Gender: comprehensive review of approach and recruitment of a specialist; and  

 Increasing transparency and inclusiveness: project documents are now published, 
governing committee sessions are now open to the public.  

 
A recent evaluation of the CIFs highlighted the importance of continuing to deepen 
engagement with government, private sector and civil society organisation stakeholders. This 
is necessary in order to ensure that programming aligns with national priorities and that 
recipients have a strong commitment to effective implementation. 
 
We find that the ICF has had a significant influence on international climate finance. Through 
its main multilateral channel, the CIFs, the ICF has supported new approaches to delivering 
climate finance at scale. After some adjustments, these programmes are beginning to deliver 
results. The ICF has blended concessional lending with grant funding and, in some cases, 
private finance to facilitate new types of investment.  
 
The design of the new GCF has borrowed extensively from the CIFs. It will support 
programmatic approaches to climate change, using a diversity of instruments to mobilise 
private investment, with an inclusive and gender-sensitive approach to programme 
development. 
 
An independent evaluation of the CIF found that its investments will over time deliver a 
substantial increase in the share of renewable energy generation capacity across its recipient 
countries – at least doubling and in some cases quadrupling  
 
The ICF is working to ensure that the MDBs incorporate an effective response to climate 
change into their investment portfolios. We saw, for example, that learning from the ICF has 
resulted in reforms to the CIFs in the areas of risk management, private sector engagement, 
gender equality, transparency, innovation and the use of results frameworks. Each CIF now 
has dedicated staff dealing with gender and risk, as well as strategies for engaging with the 
private sector. As a result of the ICF’s efforts, the CIFs have developed a range of learning 
products, some of them in partnership with leading analysts and think tanks. This is an early 
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example of a transformational outcome for the ICF.  
 
We found, however, that more could be done to disseminate learning experiences, particularly 
at the level of practical difficulties with project implementation. For example, many early 
learning products related to the CIF focus on high-level objectives, often glossing over 
implementation challenges, in order to avoid creating an impression that programmes had not 
gone smoothly. Effective learning requires implementers to reflect on their failures, as well as 
their successes.  
 
The ICF has taken a leadership role in improving global knowledge on climate and 
development. It has brought other donors and institutions into these efforts, particularly through 
its work with the CIFs.  
 
 
Summary of the delivery of the CTF: 

 

 Transparency, stakeholder participation, monitoring and evaluation and attention to 
gender have all been improving.  
 

 Programming has nevertheless been slow, in part as a result of a lack of up-front 
attention to country context, policies and regulations.  
 

 Plans have been revised to better reflect needs and programming  
 

 
Summary of impact of the CTF: 
 

 We find that the CTF has focussed global attention on existing opportunities to 
realise large scale emission reductions on financially viable terms.  

 

 Substantial low-carbon energy is now installed and the CTF is helping national banks 
increase investment in climate change activities.  

 Large-scale investments in renewable energy are on track; investments in CSP are 
likely to increase installed capacity by 40% globally relative to 2009.  

 There is evidence of increasing momentum: new efforts to support private sector 
investment are getting underway through ‘set aside’ programmes; risk appetite is 
being managed to allow investment in higher-risk approaches (for example local 
currency lending).  

 
Main findings of the ODI’s 2013 report, The effectiveness of climate finance: a review of the 
Clean Technology Fund 
 

 Relatively successful in raising funds from donors through informal channels, without 
a formal resource mobilisation strategy; this success reflects the trust that contributor 
countries place in it.  

 

 Evolved from a relatively closed decision-making space to become much more 
inclusive and transparent. It has invested in improved information sharing and 
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learning.  
 

 While programme approval has been quick, implementation and disbursement has 
been slow. Reporting on CTF spending and operations has improved, though it does 
not include information on private sector programmes. Disbursement has been 
slower than approval, but has increased substantially in 2013. Risk assessment 
frameworks to strengthen the discipline of fund management are being introduced.  

 

 The CTF has successfully encouraged the MDBs to invest more of their capital in 
climate related investments. 

 

 The decision to allow some overprogramming of the CTF pipeline has greatly 
accelerated project approval and implementation  

 

 Reporting on CTF spending and operations has improved, though it does not include 
information on private sector programs  

 

 Disbursement of CTF resources has been slower than approval, but has now 
increased substantially in 2013 (27% of approved funding has now been disbursed)  

 
The main findings of the  ODI’s report: Climate Finance: Is it making a difference? A Review of 
the Effectiveness of Multilateral Climate Funds, 2014 
 

 CIFs have tested many new approaches to climate finance. They have increased the 
scale of funding available, extended the range of financial instruments, and helped 
mainstream climate change considerations into investments by multilateral 
development banks (MDBs). 

 

 CIFs have pushed the envelope on many important aspects of climate finance. 
 

 The CIFs success in raising finance reflects the trust that contributors have placed in 
them, as well as their willingness to accept non-grant contributions such as capital 
contributions and loans. The CIFs have sought to offer a focused injection of funding 
with the goal of having a ‘transformational’ and demonstration effect rather than 
spreading funding thinly across large numbers of recipients 

 

 A recent independent evaluation of the CIFs concluded that the ‘CIFs governance 
structure has achieved legitimacy in design through inclusive and balanced 
framework, an expanded role of observers, and good disclosure and transparency’ 
(CIF Evaluation Oversight Committee, 2014). 

 

 The independent evaluation of the CIFs projected that administrative costs represent 
1.4% and 7.5% for the CTF and SCF, with the higher costs of the SCF reflecting the 
greater investment made in developing investment plans. 

 

 Nevertheless programme implementation has been slow – far slower than the 
timelines anticipated in investment plans.  

 

 One of the major contributions of the CTF (and the CIFs) has been to encourage the 
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MDBs to work together, including in terms of programmatic approaches that bring 
different parts of the banks together. This is important, because the MDBs have the 
potential to support governments to address climate change through their core 
development finance operations, regardless of the evolution of the international 
climate-finance architecture 

 

 New funds such as the CIFs have begun to change some of the rules of the game on 
climate finance by seeking to bring climate change considerations into the 
‘mainstream’ of development (and to some extent private) finance, and testing new 
approaches that deploy finance at much larger scales than has been possible for 
previous funds. 

 
 
 
 


