
 

 

  



 

Role and significance of climate finance 
Access to finance is critical to ensure the implementation of adaptation and mitigation measures. At 

COP20 in Warsaw, climate finance emerged as one of the key talking points and solution levers to 

address implementation bottlenecks. Climate finance can be broadly divided into public climate 

finance and private climate finance. Public climate finance comprises budgetary support, taxes, 

subsidies and other market mechanisms. Private climate finance usually comprises clean 

development mechanism (CDM) finance, debt instruments, equity finance and partial risk guarantee 

facilities. The climate finance infrastructure in India and UK can be broadly depicted as follows: 
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Public Climate Finance 

Budgetary support: The 13th Finance Commission has recommended three types of grants to state 

governments of INR 5000 crore each, viz. for forest cover, renewable and water sector 

Tax: on coal mining in terms of National Clean Energy Fund (NCEF) out of a cess at the rate of INR 

100 per tonne of coal to invest in entrepreneurial ventures and research in the field of clean energy 

technologies 

Subsidies: Government of India has introduced generation-based incentives (GBIs), Renewable 

Purchase Obligations (RPOs) with tradable Renewable Energy Certificates (RECs) that are helping 

drive the expansion of the solar and wind sectors 

National Adaptation Fund: GoI has given budget provision of INR 350 Crores for the year 2015-16 

and 2016-17. NABARD has been appointed as National Implementing Entity (NIE) under the NAPCC 

NABARD: has been accredited by Green Climate Fund (GCF) Board as a National Implementing Entity 

(NIE) for GCF in India.  NABARD  is responsible for management and oversight of project 

implementation 

Private Climate Finance 

CDM Finance: The CDM allows a country with an emission-reduction commitment under the Kyoto 

Protocol to implement emission-reduction projects in developing countries, where such projects 

earn saleable certified emission reduction (CER) credits that can be traded in carbon markets. India is 

the second largest recipient of CDM projects after China, with a total of 563 projects till date, 

representing almost 33% of CDM projects in Asia and 22% of CDM projects worldwide 

Debt instruments: Debt is about 70% of the total project costs through conventional term loans for 

power projects in renewable energy. IREDA and Power Finance Corporation (PFC), two government-

backed NBFCs, lead debt financing of RE projects in India 



 

Equity: A number of private equity investors are also active in the Indian RE market, where equity 

usually comprises 30 to 40 percent of the total project cost. This is indirectly helping climate 

financing in India 

Partial risk guarantee: facilities assume the lenders’ default risk on a part amount of the debt 

provided to the project, thereby improving a project’s credit rating and reducing the perceived 

investment risk. The Indian RE, however, have seen a limited presence of partial risk guarantee 

facilities. One of the first partial risk guarantee facilities in India was ADB’s India Solar Generation 

Guarantee Facility 

International Climate Finance 

The Global Environment Facility (GEF) is a multilateral partnership of 183 nations supporting climate 

change related projects. Formed in 1991, the GEF Assembly meets every four years, and approves 

the funding goals and targets of the upcoming cycle. GEF-6 began in 2014, accruing USD 1102.01 

million in pledges. Since its formation, it has provided USD 13.5 billion in grants and leveraged USD 

65 billion in co-financing. The GEF disburses funds via grants to projects. East and South Asia have 

been large recipients of funding from GEF, in sectors like environmental research, renewables and 

Energy efficiency, Urban Development, and Forestry and agricultural development. 

Adaptation Fund is a multilateral fund with a professed goal to ‘help vulnerable communities adapt 

to climate change’.  Created in 2010 under the Kyoto Protocol, priority is given to developing 

countries. The Adaptation fund Board evaluates projects on the basis of the level of vulnerability it 

addresses, the level of urgency and risks, and the adaptive capacity it seeks to incorporate. Grants 

are the primary mechanism of funding, and it has funded projects related to environmental and 

water policy, agricultural resilience, and flood prevention and control. USD 485.6 million has been 

pledged by international donors till date, of which USD 318.03 million has been approved for 

projects 

Green Climate Fund (GCF) was adopted as a financial mechanism of the UNFCCC in 2011, and is 

expected to become the main multilateral financing tool of the organization. Access to GCF funding 

requires countries to be eligible for ODA grants, or the existence of MDB projects. Grants and 

concessional loans will act as the primary funding mechanism of the fund. Capitalizing the GCF with 

USD 100 billion before 2020 has been a prominent, self-declared goal of the international 

community; USD 10.2 billion has been pledged till May, 2015. 


