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1| Introduction CFAS

Climate Finance Advisory Service (CFAS)

« launched in 2013; a consortium of climate finance experts from developed and developing countries:
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Defending dignity.
Fighting poverty.

« Objective: build up the capacity of negotiators, Board members, advisors and other delegates helping
them to effectively participate in the complex global climate finance negotiations » focus on LDCs, SIDS

and African States

« Activities:
v Technical support to strategic partner countries
v Real time support to additional negotiators and Board/Committee members ("Friends of CFAS")
v" Meeting summaries of the Green Climate Fund (GCF) and the Standing Committee on Finance (SCF)
v Analysis of finance related themes ahead of international climate change negotiations (CFAS Policy

Briefs — supported by GlZ2)
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Long-term goal of the Paris Agreement

At the 21st Conference of the Parties (COP21) in Paris, Parties agreed to three long-term goals. One of
them highlights the role of finance flows in achieving climate objectives and is defined in Article 2.1c of the

Paris Agreement:

“This Agreement, in enhancing the implementation of the Convention, including its objective, aims to strengthen the global response
to the threat of climate change, in the context of sustainable development and efforts to eradicate poverty, including by:

[...]
c. Making finance flows consistent with a pathway towards low greenhouse gas emissions and climate-resilient
development.”

) complex goal which has evolved during the COP21 negotiations to
accommodate interests of different negotiation groups

_ W . .
) means for achieving the long-term mitigation and adaptation goals g C \% Erzl:::wr:?:lggzvention on
S \tlcjy .
) refers to all public and private financial flows = L Climate Change

) offers transformational potential
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Relevance of Article 2.1c to other Paris Agreement and UNFCCC processes

Art. 2 - general objectives

5 December (ADP 2-12)

Draft agreement and draft decisions of the ADP  Proposal by the president (V1 @ 15:00)

2.1(c) To pursue a transformation towards
sustainable development that fosters climate-
resilient and low greenhouse-gas-emission
societies and economies, and that does not
threaten food production and distribution.

2.1 (a) mitigation
2.1 (b) adaption

Art. 6/9 - finance

(6.1. option 1) [Over Time, finance flows
should be consistent with [the transformation
to] [a pathway towards] low-emission and
climate resilient [societies and economies]
[development], in the context of counties’
sustainable development priorities and efforts
to eradicate poverty.]

(7) [Parties should reduce international support
for high-emission [and maladaptive] investments
and enhance international support for low-emis-
sion and climate-resilient investments.]

9 December (COP 21) 12 December (COP21)

Adoption

2.1 (c) To pursue sustai-
nable developmentin a
manner that fosters cli-
mate resilience and low
greenhouse-gas-emis-
sions, and that does not
threaten food production
and distribution.

2.1(c) Making
finance flows
consistent with a
pathway towards
low greenhouse
gas emissions and
climate-resilient
development.

2.1 (d) To make finance
flows consistent with a
pathway towards low-
emission and climate-

resilient development, in
the context of sustainable
development priorities
and efforts to eradicate

poverty.

Climate finance

Source: CFAS

©) CcFAs
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Interpretations of Article 2.1c

Apart from its phrasing in the Paris Agreement, there is currently no dedicated work stream within

international climate change negotiations on how to arrive at an official, more detailed description or
how to approach its assessment.

Respective scopes of Article 2.1c-related finance and climate finance tracking:

Scope of Finance to activities aimed to contribute to climate objectives

climate finance

tracking Finance to activities with climate-related co-benefits

Scope of
Article 2.1c-

Finance to activities with no particular climate-related impact relatted :_nance
racking

Finance to activities that undermine climate objectives

Source: Based on OECD 2019
 Lines of discussion:

o actors and activities

o work under the UNFCCC (i.e. SCF) and by non-Party stakeholders
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Potential implications of implementing Article 2.1

To identify potential implications of implementing Article 2.1c, especially due to uncertainties regarding its
interpretation, CFAS organised a virtual Chatham House Rule roundtable discussion among negotiators
from both developed and developing country constituencies. The issues identified are:

« Definition process could be a challenge (e.g. open process on a common definition of climate finance)

) Are there alternative / flexible approaches for more guidance on Art. 2.1c?

« Debate on Art. 2.1c-compatible activities influenced by different economic and social circumstances of countries
) Can Parties build upon lessons learned from other processes? (e.g. EU taxonomy)

* Question on the role of non-UNFCCC actors

) What platform to engage with a wider group of actors?

www.cfas.info
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* Relation between Article 9 and Article 2.1c is unclear

) Assessment and clarification on the synergies and potential negative effects and how they can be addressed
(see next slide for more details) to increase support for the implementation of Article 2.1c

* Implementation of Article 2.1c can affect access to climate finance (e.g. re-accreditation processes)

D How can finance flows from climate funds be better used to accelerate the transition towards Article 2.1c
(supporting countries in their transition towards making finance flows consistent with the Paris Agreement)?

« Transparency on climate risks can impact international investment flows to crises-prone countries (climate, debt,
COVID-19)

) International support by public institutions to climate-vulnerable countries in crisis becomes even more critical

www.cfas.info
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Climate finance un-
der Art.9 constitutes
a financial flow in
itself, and as such
the provision under
Art. 2.1c also applies
to the support pro-
vided and mobilized
under Art. 9.

©

and climate-resilient development”

Art. 2.1c does not
constitute any
change to the obli-
gation of developed
countries to provide
and mobilize finan-
cial resources to
assist developing
countries.

®

Art. 2.1c should not
be an impediment
to accessing climate
finance”

®

Article 2.1c: “Making finance flows consistent with a pathway towards low greenhouse gas emissions

©

All financial resources
provided and mobili-
zed need to contribute
to achieving Art. 2.1c,
as all mitigation and
adaptation support
should be consistent
with the respective
pathways.**

©) CFAS

Article 9: Developed countries’ obligation to provide and mobilize financial resources to assist
developing countries with respect to both mitigation and adaptation

* As long as the entity displays a plan to make its portfolio progressively consistent with low GHG
emissions and climate-resilient development pathway.

** This also entails resources that indirectly contribute to achieving Article 2.1c, by e.g. supporting
the greening of the financial sector.

Source: CFAS
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« Debate on what constitutes an appropriate pathway

) Various pathways can be used as basis to derive benchmars, exclusion lists etc.

) 1.5°C-degree pathways for countries as basis

« Acknowleding different country-contexts (CBDR-RC)
) Different responsibilities for countries impact their pathways (e.g. net-zero dates)
) Dependence on fossil fuel rents and jobs can inhibit action
) Subsidies cover the costs of fossil fuel and make the transition seem more expensive

) Redirecting finance flows to buffer impacts of dependency

www.cfas.info
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« The first GST in 2023 marks the event, where progress on implementing Article 2.1c, among the other objectives of
the Paris Agreement, shall be presented and discussed.

) It is yet to be defined how reporting could be framed in relation to Article 2.1c
« There is a lack of guidance in relation to which types of sources will be considered relevant information.

) SCF has been put into the position of delivering an initial mapping of relevant information on Article 2.1c.
However, this has not been labelled as the official starting point for data collection for the GST (i.e. no
mandate).

« The decision on that matter shall be resolves in the first phases of the GST (Information Collection and Preparation,
Technical Assessment).

) How can the Co-Facilitators for information on Art. 2.1c act on this process?

www.cfas.info
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Phases and timeline for the first GST in 2023

Phase 1: Information Collection and Preparation Phase 3: Consideration of
Outputs
Inputs Process Outputs
Country reports and submissions, UNFCCC Synthesis reports Process
IPCC reports, UN reports, UNFCCC secretariat on the state of High-level events
reports, submissions from count- synthesizes GHG emissions,
ries and other stakeholders. SBSTA and compiles adaption efforts,
and SBI may identify potential in- inputs. the overall effect of
formation gaps ans make requests NDCs, and finance
for additional input. flows.

Outputs
CMA decision for adoption: Sum-
marize key political messages,
identify opportunities for and
challenges in enhancing action

Phase 2: Technical Assessment

Process Outputs
SBI & SBSTA Joint Contact Group Theamatic Areas Summary reports
for each thematic

Mitigation
- area and overar-
Adaptation ching, cross-cutting
Means of implementation and support factual synthesis
Cross Cutting Issues

Response measures + Loss & damage

Source: Based on WRI n.d
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General recommendations on a way forward for Article 2.1c

~N
Parties eager to advance work on Art. 2.1c need to take the lead in suggesting

potential fora and elements (e.g. actors, activities) to come to a joint

interpretation of Art. 2.1c. )

As non-Party stakeholders also play a crucial role in the implementation of Art.
2.1c Parties should decide whether to include these actors in a more

structured way (e.g. an open platform). y

While climate finance (Art. 9) contributes to Art. 2.1c, an alignment of financial
sources should not have negative implications on the volume and channels of
direct support for climate actions provided to the most vulnerable countries.

Support to activities contributing to the implementation of Art. 2.1c (e.g.
measures that then foster investments in mitigation and adaptation actions)
as well as on tracking and reporting progress towards it should be expanded.

www.cfas.info
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Recommendation on Article 2.1c for COP26 negotiations

N
Under this agenda item, if adopted, Parties could reflect upon the mapping by

the SCF in its Fourth BA report. Parties could consider adding a mandate to

. the SCF to work on guidance of Article 2.1c’s interpretation. )

N
Instead of mandating the SCF, Parties could also decide on initiating a separate

agenda item on Article 2.1 to enable a broader discussion on surrounding
guestions (e.g. under CMA and “Matters relating to finance”).

J

. . . \
Parties should reach a common understanding as soon as possible that
obligations under Article 9 prevail and are not touched by Article 2.1c.

\\ J

The co-facilitators of the technical assessment component of the GST could
play a leading role in further steering the organisation of tracking Article 2.1c.

\_ J
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Contacts for follow-upquestions:

Ms. Alexandra Goritz (Germanwatch e.V. / CFAS), goritz@germanwatch.org
Ms. Christine Nettersheim (the greenwerk. / CFAS), cn@thegreenwerk.net
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Many thanks for your participation!

The policy brief will be published on the CFAS
website: https://www.cfas.info/en
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