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Current DBSA Involvement in Climate Finance Activities
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The Green Fund is
managed by the
Development of Bank of
South Africa (DBSA) on
behalf of Department of
Environmental Affairs.

Current portfolio:

* 8 capacity
development projects

e 16 R&D projects

* 31 Investment
projects

DBSA ‘s accreditation to
GCF allows the bank to
access GCF funds in
order to support
innovative and risk-
sharing approaches in
projects that contribute
towards low-carbon and
climate-resilient
development.

Current Pipeline:

e 3 project approved (1
FP, 1 PPF& 1
readiness support)

* 6 being prepared for
GCF board
consideration, pipeline
being developed.

The DBSA is also
accredited as a National
Project Agency (NPA) for
the Global Environment
Facility (GEF) in 2014.

Current Pipeline:

* 6 projects approved

* Pipeline of projects
being prepared for
GEF 7

DBSA is an active
member of the
International
Development Finance
Club, IDFC, formed in
2011. IDFC is a network
of 23 leading national,
regional and
international
development banks
from across the planet
that share a similar
vision of promoting of
low-carbon and climate
resilient futures

DBSA isa member of
the Global Innovation
Lab for Climate Change,
whose mandate is to
support the
identification and
piloting of climate
change financing
instruments and
products to catalyze
private sector money
into Climate Change
mitigation projects in
developing countries.
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Programming the
R1,1 Bn Green
Fund allocation
from DEA

April 2012

DBSA
Accreditation to

Global Env. Facility

Development of
DBSA and 3™
party pipeline
to access GEF
funding

Oct 2014 - ongoing

(GEF) supported by

DEA
March 2014

)

DBSA
Accreditation to
Green Climate
Fund (GCF)

Development of
DBSA and 3"
party pipeline to
access GCF
funding

May 2016

DBSA has committed to strategic repositioning & formation of the
CFF as part of its development as Green Bank

Where we

Continued
implementation of
board approved
“Green Bank” within
DBSA

GCF approval of CFF
October 2018

Ongoing engagements/benchmarking with peers e.g. IDFC, The Lab



DBSA Climate Finance Facility has specific Mandate &
Goals
CFF Mandate: The CFF is tasked with catalyzing greater overall climate and clean-water related investment

by providing credit enhancements, through blended finance to projects that could be commercially viable
but not yet bankable in the private sector.

Catalytic role with ¢ The CFF will address market constraints, playing a catalytic role
with a blended finance approach, to increase climate related

blended finance approach investment in the Southern African region.

Subordinated debt/first e The CFF will focus on two main instruments: subordinated debt /
loss + Tenor extension first-loss and credit enhancements such as tenor extension

* The CFF is designed to leverage private investment with co-
funders to reach an overall portfolio leverage ratio of 1:5 (project
leverage ratios will vary within this range).

Leveraging private

investment

Multiple co-funding e The CFF will raise co-funding from multiple sources to be
deployed in innovative structures and products, to support
sources projects across South Africa and certain SADC countries




FF Str r

Trust Accounts for CFF capital sources

Tenor Extension & Subordinated Debt or First Loss

Local

Banks f,.j;,,,ce Low carbon, climate resilient infrastructure and
Meﬁmt:'d gg:;" other green sector projects

obilization

USD 850 million

USD 55 million R700 million

DBSA Climate Finance Facility




CFF Investment Criteria

Transactions must contribute to climate-related goals
Climate & and/or expansion of clean drinking water supplies as
Water Goals per UN Sustainable Development Goals & Paris Accord

commitments

8 Transactions will be commercial, profitable, meet
CommerCIal investors’ expected financial returns and be able to
projects service the debt funding

Projects must contribute to market transformation in

\EIR & terms of scale, increased private sector funding leading
Transformation to clean energy and water infrastructure related
investments

The CFF will provide funding to projects that are in a

venture or development capital phase —i.e. projects

that cannot be fully funded by the commercial debt
capital market

Lack of Capital

Transactions must demonstrate the ability to “crowd-in”
private sector investment. It is the intention that each
Rand invested by the CFF must be matched by
approximately 3-5 Rand from the private sector




Selection Criteria

| Description

CFF specific criteria

Transaction contributes to low-carbon
infrastructure, climate-related goals

Transactions must contribute to low-carbon infrastructure, climate-related goals and/or
expansion of clean drinking water supplies and priorities. Projects must demonstrate
consistency with UN Sustainable Development Goals and meet climate objectives as
determined by designated specialists within the DBSA.

Transaction contributes to market transformation

Projects must contribute to market transformation and demonstrate that they can
materially and sustainably expand markets in terms of scale, improved private sector
participation, confidence in clean energy investments, or other aspects.

Transactions are technically and economically
feasible but unable to secure commercial
financing. This criteria includes GCF criteria of
assessing Efficiency and Effectiveness of the
project.

Projects will be required to demonstrate technically and economically feasible
transactions where there is market interest but the project has not been able to secure
financing from the commercial market due to specific financing gaps and barriers.
Economic and financial soundness of the CFF project

Transactions demonstrate leverage and the ability
to crowd-in commercial investment

Transactions must demonstrate leverage and the ability to crowd-in commercial
investment. Each Rand invested by the CFF must be matched by approximately 3-5 Rand
from the private sector.

Transaction addresses Climate adaptation related
goals particularly where they require water

The context-specific nature of climate change adaptation and climate resilience means
that a process-based approach is required for assessing, tracking and reporting
adaptation finance — this applies to all sectors and especially water sector

i) Setting out a project-specific context of climate vulnerability and impacts related to
climate variability and climate change;

ii) Stating the intent to address the identified risks, vulnerabilities and impacts in project
documentation (objectives of the project should state this);

iii) Demonstrating a direct link between the identified risks, vulnerabilities and impacts,
and the financed activities.

Relevant GCF i

nvestment criteria to be applied for CFF sub-projects

Impact potential

Potential of the CFF sub-project project to contribute to the
achievement of the Green Climate Fund’s objectives and result areas

Paradigm shift Potential

Degree to which the proposed activity can catalyse impact beyond a one-off project or
programme investment

Needs of the recipient

Vulnerability and financing needs of the beneficiary population

Country ownership

Sub-project must align to country priorities, climate strategies and NDCs.




CFF Sectors

Project Financing :
providing credit
enhancements and
debt financing to
climate change
mitigation and
adaptation
projects

Sub-components

e . % of CFF - GCF Funding million

2.1 D

Mitigation Sectors Portfolio Amount (million USD) USD
Renewable Energy
Generation Renewable
Energy Generation 31 52.31 17.0
Waste to Energy 10 16.9 5.5
Energy Efficiency 22 37.18 12.1
Low emission Transport | 7 11.83

3.9
Sub-total Mitigation 70 118.22 38.5
. % of CFF - GCF Funding million

2.2 Adaptation Sectors Portfolio Amount (million USD) USD
Water efficiency 3 5.07 1.70
Water Treatment 12 20.28 6.60
New clean water
sources (Eg. Aquifer, 15 25.35
desalination) 8.30
Sub-total Adaptation 30 50.70 16.50
Total Debt financing
(Mitigation and 100 169.00 55.00

Adaptation)




CFF will utilize Multiple Origination Channels to develop
“deal flow”

RFP Process

DBSA
Coverage
Team

DFI Project
EE S

CFF

Commercial DBSA
Banks & Project
Asset Preparation
Managers Unit

Climate Lab
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Thank you,
Questions?

MAKING
CHANGE HAPPEN



