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Investment and Policy Solutions – Observations from two years of the green 
finance business at GGGI  

1. Helping developing countries access finance remains a foremost priority in today’s world, especially
after the ratification of the Paris Agreement (PA) where countries have committed to implement
national economic growth plans together with lower carbon development commitments. The World
Economic Forum and the OECD estimate that US$93 trillion is required for countries to achieve the
2-degree stabilization target in the PA by 2050. There is no shortage of funds per se -- OECD
institutional investors alone manage some $90 trillion in assets – but only a small amount is invested
in green infrastructure. There are three primary reasons for this gap. First, projects are often not
bankable and do not match the risk and reward appetite of investors. Second, instruments to
mobilize green finance do not offer the required scale needed to attract finance. And, third,
developing countries routinely lack the institutional capacity to manage funds in line with the needs
of investors. These problems are interrelated and manifest themselves in different ways in different
sectors.

2. Over the course of 2016 and 2017, GGGI has built a solid team of investment and policy specialists
that come with a variety of experience. Investment services comprises skills from public and private
sector finance, whilst the smaller policy teams are specialists with deep practical sector/thematic
experience. 33% of current staff joined the Division in fourth quarter of 2016 – including all of the
key positions such as the Head of Green Investment Services and Thematic Leads. As of September
2017, a few positions are vacant or yet to be occupied but once completed, this marks an almost full
skill set with the exception of expertise in fiscal policy that is sometimes required.

3. At this point in time, GGGI has 24 active projects1. These projects, which vary in terms of size,
complexity, geographic spread and impact, amount to a total investment of US$ 766M 2to be
mobilized. The annex presents an overview of these projects, and some examples are provided
below for a more qualitative understanding.

i. Island Solutions for Indonesia – In Nusa Tenggara Timur, GGGI is establishing a US$ 15M
commercially viable business model for power generation in rural island regions of
Indonesia with a very poor population of 5 million people. GGGI has carried out detailed
technical and financial assessments, project structuring and provided regulatory support for
eventual investment by private investors. Current power generation, mostly fired by
expensive and dirty diesel fuel transported from the mainland, only caters to 58% of

1 The term “project” in this note includes bankable projects, financial instruments and national financing vehicles.  
2 At the meeting of the MPSC in July 2017, the total amount of investment presented was US$ 900M. The reduced figure is due 
to 1) cancellation of two projects (Cambodia Kep Solar Project, Jordan Environmental Fund) in August 2017, 2) estimates 
changing after detailed pre-feasibility studies or feasibility studies, and 3) some programs such as Thailand TAPEE Program 
(refer to Annex) that are innovative yet complex are managed in a two-phase approach – an “establishment phase” and a 
“capitalization phase”, where capitalized mobilized is different for each.  
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households. Electricity generation cost is consequently very high. The project reduces CO2 
by 626,700 tonnes during its project lifetime. 

ii. Indonesia Solar PV for Special Economic Zones in Mandalika: GGGI is taking to bankability –
in collaboration with a local bank - the first-in-line solar PV projects in Indonesia by
developing a US$ 12-15M solar power plant together with the Indonesia Tourism
Development Corporation at a tourism Special Economic Zone (SEZ). GGGI will support ITDC
in supplying green and clean energy to this SEZ by developing a 10 MW solar PV plant which
is expected to scale to 100 MW in the area after the first project has paved the way. It will
be one of the first commercial utility-scale solar PV projects in Indonesia. GGGI has
partnered with a local infrastructure bank3 on a co-development agreement. This will be the
first renewables powered SEZ in the country.

iii. India $120M Access to Energy Fund: ACE Fund is an offgrid energy financing solution. It
offers debt for offgrid energy companies that supply power to households without access to
the grid. Consumers are typically below $2/day in income, have high appetite for buying
solar based offgrid power, but energy service companies are unable to service the demand
as traditional banks are unwilling to lend due to bad to no credit worthiness of their
customer base. This Fund is designed to overcome such barriers, targeting 5 million people
and 696,000 tonnes in emission reductions over its life – accounting for 3% of the total NDC
target of offgrid electrification. The Fund will be co-financed to the tune of $60M by the
Indian Renewable Energy Development Agency and targets the GCF for a US$40M loan,
US$17M in credit enhancement and US$3M for an offgrid hub set up at IREDA. Status:
submitted to the GCF.

iv. Mongolia Green Credit Fund is a projected US$50M green credit for Mongolian commercial
banks to offer a suitable line of financing to incentivize projects that increase efficiency and
reduce coal usage and air pollution. This is the first ever green finance fund for Mongolia
designed to boost private sector investment in green project development and engage local
banks.

v. Vanuatu National Green Energy Fund (NGEF) consolidates existing capital pools, designed
to dedicatedly increase financing for energy access. The Fund targets 30,000 rural
consumers and accounts for 60% of the total energy needs. Targeted fundraising will be
approximately USD 15 million, with an already-committed seed capital of US$ 650,000.
Financial products to be provided by NGEF includes grant, guarantees, loans, and equity.
GGGI has mobilized GCF Readiness funds to finalize the designing of NGCF.

vi. Senegal Renewable Energy and Energy Efficiency Fund: GGGI is designing and structuring a
$50M (first close) subordinated debt fund to create a suitable mechanism to effect lending
for renewable energy in support of the country’s NDC targets. The Fund is designed to
provide comfort to local banks for lending to renewable energy projects, has levers to
alleviate financial and institutional barriers and a dedicated structure to build local capacity.
The Fund will be co-financed by the African Development Bank and the country’s sovereign
investment fund, FONSIS4. This is the first instance of GGGI working to involve institutional
investors in green finance.

vii. Viet Nam Ben Tre City Wastewater Management: GGGI collaborated with the Asian
Development Bank to develop and finance a wastewater management system in Ben Tre
City, Viet Nam with a population of 152,000 people. GGGI provided technical options for

3 SMI - https://www.ptsmi.co.id/ 
4 http://www.fonsis.org/en 



sanitation improvement and wastewater treatment in the City and once incorporated into 
the larger lending package, this city will become one of seven cities included in the ADB 
loan. GGGI identified the best options in terms of minimum cost and maximum benefits to 
society including green technology. The partnership aims to unlock up to US$35M in 
financing.  

viii. Fiji Solar Project on Taveuni Island: GGGI is supporting the Government of Fiji in achieving
100% share of electricity generation from renewables by 2035 by developing a solar PV
project on the island of Taveuni. The project aims to displace the current diesel power
plants with solar PV; it also has an added benefit of green tourism development, increased
energy security. Currently, the Government of Fiji is considering how to proceed with energy
storage systems to accompany this solar PV project. The project, which is the first phase of
the Government’s effort to reach 100% renewable electricity, will install 1.6 MW of capacity
with GGGI supporting to arrange investment up to USD 3 million.

ix. Senegal Biogas Cogeneration project is a US$1.5M project where GGGI is working with a
local slaughterhouse to establish a biogas cogeneration plant utilizing slaughterhouse waste
with the help of loan guarantees from local financial institutions. Through identification and
development of untapped biogas waste resources in Senegal, GGGI is supporting the
Government in taking a pioneering role and initiating a biogas waste to energy program.

Thematic Diversification 

4. The majority of the projects in the current portfolio are energy projects, reflecting countries’
economic growth needs and NDC priorities. But with the establishment of deeper technical
expertise in other areas, the portfolio is diversifying and new project ideas and concepts for green
cities, sustainable landscapes and water are currently under development. A few examples follow
below:

i. Sustainable landscapes – in Indonesia, together with the National Peatlands Agency and
local governments, GGGI is designing business models in rural forested lands for preserving
peatlands primarily to reduce fire and haze, simultaneously avoiding deforestation and
reducing carbon emissions. Business models take on a “landscape” approach (rather than a
project approach), integrate private companies’ involvement and engage the local
community with appropriate incentives such that certain areas are protected while in other
areas economic activity is maintained through commodities suited to wet conditions. This
combined approach prevents deforestation and fires and secures livelihoods and local
economic growth. There is no precedence for such business models and the project is a
complex and high-risk endeavor. If successful, this can be scaled at national level and would
result in a valuable example to be adopted in other countries with peat-landscapes.

ii. In Jordan, GGGI is working to design a river basin management system, complete with a
governance structure and regulatory environment, supported with the later integration of
investment projects in the basin.

iii. In Rwanda, GGGI is developing a long-term business model for institutionalizing
decentralized sanitation through the consolidation of fecal sludge management systems in
collaboration with the Water and Sanitation Corporation of Rwanda5.

5 http://www.wasac.rw/ 



 

 

Observations to date 
 
5. Organizational capacity is growing but common targets and incentives are needed. Hiring a 

suitable talent base has improved since 2016 with the building up of a portfolio and gaining a 
reputation in the field of green finance. The dependence on recruitment agencies is decreasing. 
Country representatives with traditional development backgrounds are beginning to understand the 
nature of this new kind of work at GGGI but to ensure highest success of GGGI and impact, 
incentives and reward mechanisms must be made common to both Divisions – which is being 
undertaken as part of a reforming of the work program and budgeting system in the next biennium. 
GGGI engagement in countries is deepening with the advent of this new business especially since 
deeper regulatory commitments are being required of Governments.  
 

6. Other observations: 
i. The three product offerings originally conceived remain valid, namely projects, financial 

instruments and national financing vehicles have proved to be comprehensive, relevant and 
cover the gamut of country needs.  
 

ii. GGGI remains uniquely positioned to offer financing/structuring skills to Governments. 
There is high demand for this offering and GGGI is seen as a neutral advisor and GGGI’s own 
lack of financing/investment capacity means its own incentives are aligned with the needs of 
the project and GGGI is able to advice on the most suitable financial structure and secure 
the right type of funds. GGGI can advise in the best interests of the project and its ability to 
offer such skill makes it unique amongst public organizations.  

 
iii. Not all projects are bankable and there is no single pathway to bankability. Timelines 

therefore vary. GGGI is often presented only with “ideas” or “problems” to be made into 
investable projects. Because of the variety and complexity of projects, including whether 
they can be made bankable in a given timeframe, a one-size-fits-all approach is not viable. 
As a result, some projects take longer than others to get financed, while some remain with 
insurmountable barriers for investment.  To avoid such risks, GGGI will on a case by case 
basis require appropriate letters of commitment from relevant Government agencies and 
will set timelines of 18-24 months to achieve bankability. Projects will be closely reviewed at 
an early stage for regulatory and investment risks.  
 

iv. While the current model of being situated inside ministries is helpful, it could be important 
for GGGI to be situated in the line ministry before embarking on a project in that sector. 
Unlike plans and strategies whose implementation and enforcement levels vary by 
country/ministry, entering into expectations to achieve bankability requires certain 
commitments that only line ministries are able to give. 
 

v. Early investor interest or commitment is key to managing risk. Although the current 
portfolio has a fair share of early indications of interest from investors, it is key to managing 
financing risk – and expenditure - that GGGI continue to maintain stringency with portfolio 
development and the emphasis of securing early commitment. 
 

vi. GGGI strives to make projects commercially viable by combining public and private capital. 
To attract capital flows from the private sector, it is imperative that GGGI finds ways to 



 

 

reduce the investment risks for projects and make them commercially viable. In other 
words, GGGI will endeavor to reduce the risk elements of projects to an acceptable level for 
private sector capital. The aim is to use the minimum amount of public capital to reduce risk 
and leverage private capital. While there are no defined levels of leverage, GGGI will 
increase the share of leveraged instruments in the future. Below is a snapshot of (some of) 
the types of finance associated with the portfolio.  

 
 

 
vii. Risk reducing financial instruments6 offer the highest potential for achieving efficiency and 

impact at the same time.  Instruments – as distinct from specific projects – can provide the 
most suitable solutions to meet the financing challenges faced by investors and developers 
alike for aggregation of (often small) projects, growth of new markets, attracting new 
investors, and helping to channel capital into new climate-friendly investment in developing 
countries. Instruments are sometimes better suited to achieving impact than single 
standalone projects. The REEF and ACE Fund, for example, have specific risk mitigation 
measures in their design element that address barriers in their respective sectors, and they 
cater to projects in the sector broadly rather than individual projects. Going forward, GGGI 
will strive to increase the share of financial instruments in the portfolio.  

 
viii. GGGI is still exploring its comparative advantage when working with multilaterals. 

Following the request from the Council in 2016 to develop bankable projects for multilateral 
banks, GGGI entered into a partnership with the Asian Development Bank for the 
preparation of a $30M waste water sanitation plant in the city of Ben Tre, Vietnam. This 
project is part of a larger seven-city urban sanitation program. While GGGI’s comparative 
advantage is its ability to advice the best financing options for the projects, feeding a project 
into an existing financing product of a multilateral does not allow GGGI to fully utilize its skill 
base. It is also challenging to integrate fully in the Bank’s due diligence and internal 
processing systems. Therefore, different models of engagement are actively being explored 
including, but not limited to: 
a. co-development and co-financing – as with the AfDB in Senegal where the AfDB is both 

a co-developer together with FONSIS and GGGI and co-financier of the REEF together 
with FONSIS.  

                                                           
6Such as loans, guarantees, bonds, and so on.   

Name/description of project Sources of capital Nature of capital 

Access to Energy Fund ($120M) Fund manager - US$60M co-financing 
commitment 
GCF (proposal submitted) – 60M through a 40M 
loan, 17M credit enhancement and 3M grant. 

Commercial  
 
Concessional, public 

Island Solutions – NTT, Indonesia 
($15M) 

Fully private engagement behind development of 
10MW solar PV power capacity  

Private, commercial 

Indonesia Solar PV for Special 
Economic Zones (US$ 12-15M) 

Developer equity contribution – Indonesia Tourism 
Development Corporation.  
Debt: SMI – a local, state owned infrastructure 
bank. 
Additional equity – private developer.  

Combination of public and 
private sources of capital.  
All commercial. 

Senegal Renewable Energy and 
Energy Efficiency Fund   

First close:  
Fund manager, FONSIS – US5M; AFDB – US$10M; 
GCF contemplated US$10M; other investors 
US$15M 

Commercial, public 
 
Concessional, public (GCF) 



 

 

b. co-financing - as being explored with the AfDB for a multi-year program in Rwanda 
where GGGI is compensated by the Bank for the packaging of a viable sanitation system. 

 
ix. GGGI will increase direct engagement with private companies. While the portfolio has 

many private sector parties involved and the projects are designed to catalyze private 
capital by reducing the risks to investment, most such engagement to date addresses 
private companies indirectly. Working directly with companies sometimes involves the 
selection of a single company, for which GGGI follows an open and transparent process – as 
witnessed in Indonesia in the call for interested parties for a solar investment where GGGI 
has attracted two very credible local investors. GGGI will be increasing its direct engagement 
with private companies in 2018 and 2019, including through the establishment of the 
Carbon and Financing Club.7  

 
x. Because of GGGI’s membership base, projects vary in size and impact. A 3MW renewable 

energy project in Fiji accounts 15% of the total share of electricity generation in the third 
largest island, whereas a $120M offgrid fund in India accounts for a mere 3% of the 
country’s electrification targets, yet accounts for 5MM households. A 15MW solar project in 
remote islands that replaces diesel and reduces pollution can raise up to only a mere 15 
million USD, but its more important impact is demonstrating viability of a business model for 
remote locations. Rather than focus on absolute size, focus is on sizing the level of impact.  
 
That said, GGGI will continue to emphasize size of projects wherever possible and make 
efforts to maximize size and impact and the total amount of capital mobilized. Small 
projects/pilot projects take as much time and funds to prepare as large projects, and, 
investor appetite for small projects is limited as most investors seek engagements at scale 
and for the long term.   

 
xi. Efficiency and costs of preparation. Based on early experience with the first projects, the 

estimated expenditure per project including staff time, travel and outsourcing is between 
300-350,000 USD over an 18-month period. The ACE Fund has the highest efficiency with a 
total fund size of 120M while others measure differently. Going forward, GGGI will estimate 
and monitor costs for project ideation and project financing to understand the full cost of 
project preparation. 
 

xii. Two projects have thus far been canceled. The Cambodia Kep Solar project was canceled 
due to a misalignment with Government priorities; and the Jordan Environment Fund due to 
extended delays in achieving the necessary governance changes to effect financing.   

 
xiii. Due to GGGI’s inherent business model, direct ability to monitor the development of 

projects is challenging. GGGI’s role is to prepare projects and get them financed, that is, to 
bring them forward to the point at which investor commitment has been proven. But GGGI 
is not a financier or a developer and has thus no direct control of the project that it has 
prepared and raised investment for. Once a project is prepared to bankability and even after 

                                                           
7 This Club is a mechanism for GGGI to enter into more systematic relationship with investors and showcase its project pipeline 
in a structured way, have strategic discussions about financing and risk, explore innovative finance including by means of 
monetizing the carbon asset through carbon credits and contributing to Article 6 of the Paris Agreement. 



 

 

GGGI effects the signing of a letter of intent to invest, investors are still to agree on terms 
before executing the investment or shareholder agreements. GGGI has no role at this stage 
and hence monitoring of operations remains a challenge.  
On a case by case basis, GGGI may retain a seat as independent advisor on the Board of 
funds/projects thus enabling the organization to such monitoring.  

 
However, a further and more detailed study around monitoring methods for bankable 
projects will be conducted in Q2, 2018 with the benefit of more experience and portfolio 
maturity.  

 
7. A longer portfolio will be developed and joint origination teams are being put in place with 

increased process management to support integrated origination. 2016 and 2017 was about 
learning and developing a portfolio. Efforts to build the current portfolio took many forms and 
engagements - including discussions with government institutions (relevant ministries and state 
utilities), project developers (both public and private sector) and financial institutions (national, 
local, international). With experience and greater institutional maturity, future origination will be 
done in closer alignment with the strategic outcomes and Country Planning Frameworks8, more 
focus on achieving higher levels of impact and size and greater leverage possibilities.  Project 
ideation teams will be carried out jointly between country representatives, thematic units and 
investment services. An internal project selection and review mechanism will be piloted in 2018 in 
an effort to put the system in place for 2018 and GGGI’s step by step progress management stages - 
of Concept – Design – Financing – will be more strictly defined.  
 

8. With the development of thematic units, more policy instruments will be developed. Impact is also 
intrinsically linked with regulatory conditions or changes, such as decrees, tariffs, land acquisition 
procedures, structure of contracts, and so on. With enhanced policy expertise provided by the 
sector/thematic leads, GGGI will continue to enable such policy conditions that affect investment 
and the ultimate implementation of plans and policies.  

 
9. By combining policy solutions and ‘first’ investments, GGGI can contribute significantly to sector 

developments in developing countries. By working closely with governments to remove policy 
obstacles and/or create policy-based incentives, it will be possible in parallel to pioneer investments 
into under-invested sectors. By creating an enabling policy environment for investment and mobilize 
investment in the ‘first’ deals, it is possible to open up new sectors and markets for investors. 
Incentive mechanisms, such as temporary subsidies, feed-in-tariffs, etc., can be designed in ways 
that enable participation by private capital.  

 
10. In conclusion, GGGI remains well positioned to develop commercially viable projects, national 

financing vehicles and financial mechanisms and support green growth plans and strategies in 
achieving the necessary finance to see the light of day. This business remains challenging and time-
consuming, but when successful, will be a very important contribution to the economic growth 
patterns of developing countries.  

                                                           
8 7 CPFs were signed in 2016; 3 in 2017 (up to September) and 14 more in the pipeline. 



Annex: Investment and Policy Solutions – Observations from the two years of green finance 
business at GGGI  

 

 
The following section contains short descriptions of a selection of projects in the portfolio together with a traffic light 
system of monitoring progress against reaching investor commitment in 2017. A green circle means that the project is 
on track against its anticipated timeline; amber means slight delays, and red means there are serious issues with the 
project. Early stage projects do not have traffic light systems yet. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 



 

 

 

 
 
 
 
 
 

 



 

 

 
 
 
 
 
 

 
 





 

 

 
 
 

 
 
 
 

 



 

 

 
 
 
 
 

 
 
 

 



 

 

 
 
 
 
 
 
 

 



 

 

 
 
 

 
 
 
 
 

 



 

 

 

 
 
 

 
 
 
 




