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Patricia 
  
The UK would like to thank the Admin Unit and MDBs for their efforts in preparing the 
Dedicated Private Sector Proposal and welcomes the ideas presented. We want to see 
greater private sector engagement and co-financing in the CTF and believe that the 
Dedicated Private Sector Program is a key way to achieve this. To ensure these sub-
program proposals offer excellent value-for-money, we have some comments and 
questions to guide further development. These are outlined below: 
  
DPSP Implementation  

·         Phase 1 and phase 2 sound like sequential stages whereas it is clear in 
the paper that any additional funding would allow phase 2 to move forward in 
parallel to phase 1. Are there other names for this distinction that could be less 
confusing? For example, “countries supported with existing CTF pledges” and 
“countries supported with additional contributions”.  
·         Rightly, countries have been selected where there is potential for fast 
disbursement. Given the focus on fast disbursement, how will the CIF AU and 
MDBs ensure good quality projects are presented to the TFC for our 
consideration?  
·         We want to see a strong learning component built into the DPSP, with an 
emphasis on results. How will MDBs ensure that the lessons learnt from DPSP 
sub-programs are shared both within the sub-program but also externally? How 
will these lessons be disseminated across the private sector and local public 
actors to ensure replication effects and sustainability of the program? 
·         Across all four proposals, we need to be confident that proposed 
investments are not duplicating efforts being made under existing CTF and 
SREP country investment plans and other bilateral and multilateral investments 
that are being made in similar sectors?  
·         Across all four proposals the focus on the private sector and the way that 
projects / instruments will be designed specifically to encourage private sector 
investment needs to be strengthened.  
·         Throughout the paper the risks are discussed, but not the returns. It is 
essential that the risk / return balance is clear in the proposals as this will drive 
private sector engagement while avoiding the risk of over-subsidy.  
  

Utility Scale Renewable Energy 
We welcome the wide range of instruments that have been listed for use under the 
utility scale renewable energy proposal. We encourage this list to be kept as wide as 
possible so that the implementing MDBs have flexibility and opportunity for comparative 
learning. We would also encourage an assessment that allows us to learn as the 
underlying projects are implemented to be twinned with this proposal. From this the 



risks will be better understood – increasing the chance of replication and reducing the 
requirement for concessional finance in the future. We have concerns that the proposal 
might not be truly replicable, without the continuing use of concessional finance.  
  

·         The Utility Scale RE proposal aims to target finance at Chile, Mexico and 
Turkey. We’re aware that there is already strong development support being 
provided to geothermal in Chile and Mexico. Any project proposals will need to 
demonstrate that finance provided to well drilling is truly additional to activities 
already being undertaken in these countries. 
·         We would like to understand whether the infrastructure costs and issues 
over land rights that are associated with well drilling have been taken into 
consideration in the proposal. In addition, whether the availability of trained 
drilling professionals and rigs to conduct the drilling is known? These risks, if not 
mitigated could considerably slow down the implementation potential of this 
proposal. 
·         The proposal notes that there could be “exceptional circumstances where 
the private sector isn’t willing to invest”. This is a dedicated private sector 
program. With appropriately designed financial instruments there should be no 
circumstances where the private sector will not invest, therefore the UK would be 
extremely reluctant to approve any project where the private sector isn’t willing to 
invest early on. Please can you provide some illustrative examples to show how 
the drilling will be financed so that the private sector shares the risk? 
·         We would like to see further analysis to show the rewards that are 
generally available to geothermal projects from the sale of electricity (and 
potentially heat) to understand the incentives for investors once the resource has 
been proven. 
·         Geothermal sites can differ significantly, therefore the replicability of this 
program could be challenging, especially as only 2-5 fields will be addressed by 
the proposal. Are there any plans for an assessment of this intervention as the 
projects are financed including lesson sharing so that as much can be learnt from 
the individual drill sites as possible?  
·         The proposal states that resource validation takes three years – if this is 
the case, how does this proposal aim to meet the speed of disbursement criteria? 

  
Risk Capital to address regulatory risk for renewable energy 
Regulatory risk is an area that the UK has identified as essential to increasing the 
willingness of private financiers to invest in the renewable energy sector; therefore we 
are pleased to see that this has been included. We will be very interested in the detail of 
the policy risk mitigation projects / instruments, especially to ensure that: a) they are not 
used to provide additional risk protection for existing CTF co-financed projects; b) the 
countries chosen are appropriate, with a strong pipeline of projects that could be 
triggered by this intervention; and c) incentives are appropriately aligned and 
government relationships are leveraged, reducing the risk of moral hazard as far as 
possible. 
  



·         We would like to see more information to show how interests will be 
aligned to reduce moral hazard risks (i.e. lack of incentive to guard against risk 
where one is protected from its consequences), together with illustrative 
examples of potential structures. The moral hazard risk must be addressed up 
front to reduce the transaction costs of negotiating this on a project by project 
basis.  
·         We would like evidence to show that the MDBs that are proposing this 
have the skills and presence on the ground to understand the policy risk in the 
selected countries so CTF finance isn’t deployed where policy reform is 
inevitable. In addition, we would like to see evidence that the risks are actually 
being overestimated by the private sector. 
·         Policies that are at most risk of reversal are likely to be those that are most 
expensive. How will the instruments be designed so that this support is 
sustainable, and not just a pot of money that will be called upon should 
governments renege?  
·         We would like to see evidence that there is a pipeline of projects and a 
private sector that could be triggered into action by this instrument in the chosen 
countries. We otherwise risk tying up CTF finance that could be put to better use 
elsewhere. 
·         In the partial risk guarantee proposal, what happens if the guarantee isn’t 
called on and how long does our money have to sit there as a guarantee?  

  
Renewable energy mini-grids and distributed power generation 
Patient capital and concessional finance provided for experimentation with mini-grid 
business models has the potential to leverage private finance, and a sector-wide 
approach has the potential to scale up learning, reduce costs and build the supply 
chain. In order for these benefits to be realized, we would encourage a wider, more 
regional approach than the one presented in phase 1. This proposal will also see MDBs 
entering into environments where smaller transactions are made, as this is fairly novel 
we see this as a good opportunity to learn lessons for future climate finance, therefore 
we would encourage some form of knowledge sharing platform and assessments that 
allow us to learn as the underlying projects are implemented in this sub-program. 
  

·         Investments may not look particularly cost-effective due to modest GHG 
emission reductions associated with mini-grid projects. To mitigate this we would 
encourage projects to not only focus on households, but for the mini-grids to also 
connect to productive uses. MWh generated or saved could be included as a 
core indicator in the results framework to inspire this. 
·         We would like to see a much clearer strategy to show how replication and 
scale up could occur and how the projects financed will bring in private sector 
investment and reduce future costs (technology specific costs or costs related to 
risks and lack of information /experience). 
·         We would also like to understand how the business models trialed under 
the proposal are going to be different from mini-grid business models that are 
currently being demonstrated to ensure that lessons are being learnt and the 
investments are truly additional. In addition, evidence is needed to show that the 



electricity that is eventually going to be provided will be affordable as this is a key 
factor in the replicability of this sort of model. 
  

Climate finance equity investments 
The UK is very supportive of the use of more innovative instruments other than debt 
therefore welcomes the climate finance equity investments proposal. Especially as 
this builds strongly upon lessons learnt from the private sector within the CTF, through 
the use of subordination in the investment structure as a way to catalyse the private 
sector. However more information is required so that we can understand what position 
the CTF finance would take in each of the three proposals. The UK also feels that as 
these proposals are quite different from one another, the mezzanine proposal could be 
included separately. We also need to be sure that CTF finance is truly additional and 
isn’t crowding out the private sector. MDBs must justify why CTF finance is warranted 
especially in the case where significant donor finance is already a part of these 
proposed financial structures. MDBs must also justify why the funds will be able to make 
better investment decisions than the private sector normally would in order to show 
credible results and realise risk reductions. 
  

·         If the CTF invests in CP3, our preference is for a mezzanine structure. 
However we are concerned that providing concessional finance alongside CP3 
before first close could send a negative signal that could undermine CP3’s most 
important objective – to show that private equity climate investments have good 
financial risk and returns. How will this risk be mitigated? 
·         The proposal claims that a mezzanine structure that could co-invest 
alongside CP3 could increase the overall additionality of CP3 by encouraging the 
General Partner to invest a larger proportion of their equity investments in more 
marginal projects in harder countries than otherwise would be the case. We 
would like to see clear evidence that this is the case. 
·         More information on the terms and conditions of the funds is required, 
including the fees that are charged in order to evaluate the value-for-money of 
this proposal. 

  
Please feel free to contact me with any questions on the above. 
  
Have a good weekend.  
  
Sam Balch 
  
International Climate Fund (ICF) 
International Climate Change 


