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Abstract: Multilateral Development Banks (MDBs) have actively responded to global climate
change, and developed and operated the Common Principles for Climate Finance Tracking. They
estimate climate finance in a granular manner with a conservative view. In other words, the MDBs
track their financing only for those elements or proportions of projects that directly contribute to or
promote climate adaptation or mitigation. The MDBs have reported jointly on climate finance since
the first edition in 2012, which reported for 2011 and up to the 10th edition in 2021, which reported
for 2020. MDBs apply two difference methodologies for adaptation and mitigation. For adaptation,
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the methodology is based on a context and location specific approach and captures the amounts

associated with activities directly linked to vulnerability to climate change. For mitigation, it is

evaluated in accordance with a comprehensive list of activities that reduce greenhouse gas emissions.

The result of climate risk assessment is one of the major due diligence items for MDBs alongside

with that of environmental and social impact assessment. Under the circumstance that many

countries endeavor to deal with climate change at project level, it is meaningful to understand how

MDBs have addressed climate change issues in their project approval process. This would be a good

reference to establish a methodology for responding to climate change and to expand scope of

environmental and social impact assessment.

Keywords : Climate Finance, Climate Change Adaptation, Climate Change Mitigation, Multilateral

Development Bank
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Table 1. Key principles of the joint MDBs’ approach to climate finance tracking

Key Principles

1 Scope

A climate change mitigation or adaptation activity can be a stand-alone project, a project under
a program, or a component, sub-component, activity or output of a project, or of a program
financed through financial intermediaries.

2 Point of reporting

benefits.

Project reporting is ex-ante of project implementation at the time of board approval of the
financing commitment. Reporting according to the joint MDB methodology does not imply
evidence of delivery of the activity’s expected climate change mitigation and/or adaptation

3 Conservativeness

Where data is unavailable, any uncertainty must be overcome taking a conservative approach,
where under reported rather than over reported climate finance is preferable.

4 Granularity

principle.

Activities are to be disaggregated from non-mitigation/adaptation activities as far as reasonably
possible. Climate finance captures only the amount of financing provided for components, sub-
components, activities and/or outputs of projects considered as mitigation and/or adaptation. If
such disaggregation is needed and not possible using project-specific data, a more qualitative/
experience-based assessment can be used to identify the proportion of the project that can be
classified as climate mitigation/adaptation activities, consistent with the conservativeness

Avoiding

double-counting than once

Where the same activity contributes to both mitigation and adaptation, the associated financing
should be apportioned between the two so that the actual financing will not be recorded more

Source: 2020 Joint Report on Multilateral Development Banks’ Climate Finance (2021)
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Table 2. Case studies of tracking adaptation finance in projects

Climate-resilient municipal infrastructure

Irrigation and water resources management

1. Climate vulnerability
context

Project is located in a low-lying coastal area. Roads,
bridges, water supply and sanitation systems are at risk of
being damaged or rendered ineffective by more frequent
and intense cyclones and storm surges.

Droughts due to climate change further
reduce availability of water and agricultural
productivity, particularly during peak period
of requirements.

2. Statement of intent

Increase climate and disaster resilience in coastal towns
through climate resilient infrastructure and capacity
building support.

Increase agricultural production by climate
proofing selected irrigation systems.

3. Project activities linked
to reducing climate
vulnerability

(1) “Climate-proofed” designs for infrastructure (e.g.
raising road level), raising base level of cyclone shelters,
and water supply and sanitation, bigger drainage capacity,
flood control systems; (ii) Non-structural interventions,
such as urban planning, community awareness raising,
flood monitoring and mapping; (iii) Capacity building
support on preparing and responding to climate risks.

(1) Irrigation scheduling to reduce impacts
of drought; (ii) water flow measurements
installed in canals to meet crop water
requirement during drought; (iii) training on
high value crops.

Source: Guidance Note on Counting Climate Finance at ADB (2016)



Additional capacity needed to handle future climate change

—— Adaptation costs

Capacity to deal

Adaptation deficit

with current
climate variation

Capacity to deal with current climate variation

Source: Guidance Note on Counting Climate Finance in Energy (2017)

Figure 1. Calculation of adaptation cost
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Table 3. Total climate finance and net climate co-finance, 2020 (US$ million)

MDBs’ climate finance Climate co-finance
Lo i High-income o High-income
middle-income & . Sub total middle-income & . Sub total
. economies . economies
economies economies
Adaptation 13,327 2,773 16,100 14,678 5,276 19,954
Mitigation 24,681 25,264 49,945 21,641 43,489 65,130
Sub total 38,009 28,036 66,045 36,319 48,765 85,084
Total 151,129

* NDB committed a total of US$816 million directed to middle-income economies dedicated to climate mitigation activities which is

not included in the Total.

Source: 2020 Joint Report on Multilateral Development Banks’ Climate Finance (2021)
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Source: 2020 Joint Report on Multilateral Development Banks’ Climate Finance (2021)
Figure 2. MDBSs’ climate finance commitments, 2015-2020 (US$ million)
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| Project concept phase |

| Primary screening (checklist) |

)
| Medium or high riskl

End | or Expert Detailed screening
judgement (Screening tool or others)
[

¥
| Medium or high risk |

I
End | or Expert Climate Risk and Vulnerability
judgement Assessment (CRVA)

I

Include climate resilience
measure in project design

| Project preparation phase l

Project implementation phase

| Implementation and monitoring

Source: Climate Risk Management in ADB Project (2014)

Figure 3. Flow chart for climate risk management of investment projects

Pre-concept stage Concept paper Project preparation ‘ Report to president Approval
Operations department
. . . o Risk identification
o Climate risk screening to . . . . . .
N . o Preliminary climate | e Climate change o Climate finance e Final climate finance
identify adaptation needs g . . . . . .
finance estimate ntegration estimate 1n project estimate

and mitigation potential . .
g p ® Detailed cost estimate

Specialists in sector and thematic groups / Climate change and disaster risk management division

® Technical advice on
climate risk screening o Peer review and . o Peer review and
. . . o Technical support .
and climate risk and quality assurance quality assurance
vulnerability assessment

e Incorporate approved
climate finance in
sector level tracking

Source: Guidance Note on Counting Climate Finance at ADB (2016)

Figure 4. Reporting climate finance in project preparation and approval process
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Table 4. Energy projects of ADB South Asia Department, 2020 (US$ million)

Project Financing Adaptation Mitigation Risk Report
Bangladesh: Bangladesh Power System _CCA
Enhancement and Efficiency Improvement 200.00 0.00 7.80 High
. .. . : — CRVA Tool
Project - Additional Financing
thtan: Alternative Renewable Energy Pilot 3.00 0.00 3.00 Low _NA
Project
India: Assam Power Sector Investment . -CCA
Program — Tranche 3 232.00 1.70 229.30 High —CRVA
In.dla.: Bepgalurq Smart Energy Efficient Power 190.00 730 42.70 Low _CCA
Distribution Project
India: Meghalaya Power Distribution Sector . -CCA
Improvement Project 13480 2780 92.60 Medium | _ CRVA
India: Maharashtra Rural High Voltage 346.00 240 8700 | Medium |-CCA
Distribution System Expansion Program
India: Uttar Pradesh Power Distribution Network . -CCA
Rehabilitation Project 430.00 323 141.40 Medium | _ CRVA
Maldives: Preparing Outer Islands for
Sustainable Energy Development Project — 10.47 2.65 7.82 Low -CCA
Additional Financing
Nepal: Electricity Grid Modernization Project 156.00 1.80 88.90 Medium | —CCA
Nepal: South Asia Subregional Economic
Cooperation Power Transmission and 235.00 1.00 137.10 Low -CCA
Distribution System Strengthening Project
Total 1,937.27 47.88 837.62

* CCA: Climate Change Assessment, CRVA: Climate Change Risk and Vulnerability Assessment, NA: Not Applicable

Source: https://www.adb.org/
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