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. Introduction and objective

Ensuring transparency in climate finance involves two key components. First, it requires
revealing the climate finance architecture by identifying the various government agencies and
their implementing organizations. Additionally, it requires understanding the types of support
they provide both domestically and internationally. Second, it entails tracking climate spending
to evaluate the effectiveness and efficiency of fund utilization and to measure achievements
attained through the support. This also improves the transparency in budget allocations and
can demonstrate progress towards targets such as the EU's goal of allocating 30% of the budget
to climate spending and 7.5% to biodiversity spending domestically, or the international
commitment of $100 billion from developed to developing countries under the Paris
Agreement. This goal is set to be replaced by the New Collective Quantified Goal on Climate
Finance (NCQG) in 2025, that aims to increase the mobilized funding by developed countries to
at least $300 billion by 2035. For the purpose of this document, climate finance refers to all
measures that support climate mitigation or adaptation®.

To understand (international) climate finance, tracking spending that is contributing to climate
purposes is essential to improve transparency. Under the Enhanced Transparency Framework
(ETF) established by the Paris Agreement, all subject Parties are required to submit Biennial
Transparency Reports (BTRs) starting Dec 315 2024, with Small Island Developing States (SIDS)
and Least Developed Countries (LDCs) submitting reports at their own discretion and pace.
Previous reporting was only mandatory for Annex | parties and encouraged for Non-Annex |
parties. European member states must also report annually to the Commission under the
Monitoring Mechanism Regulation (MMR) on their greenhouse gas emissions and regularly on
their climate policies and progress®. The MMR requires detailed information on the amounts,
types and recipients of climate finance and the allocation to mitigation and adaptation in
alignment with UNFCCC reporting to ensure consistency.

! Based on the national definitions of climate finance spending. In the case of the EU and Germany, this means tracking based
on Rio Markers.

2 European Commission (n.d.). Emissions monitoring & reporting, retrieved April 8, 2025, from https://climate.ec.europa.eu/eu-
action/international-action-climate-change/emissions-monitoring-reporting_en
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The primary focus of reporting
climate (and biodiversity) spending
should be on enabling the
comparison of contributions and
foster @ common understanding
among OECD Development
Assistance Committee (DAC)
members. For non-members and
recipient countries, benefits include
attracting additional donors and
investors by showcasing successful
mitigation or adaptation projects
financed through the DAC, facilitating
climate policy development-based learnings from DAC support and the building of trust that
can help attract private sector investment. Countries currently use varied reporting methods
based on aggregated or activity-level data, disbursement and commitment as measurement
bases, and different contribution levels ranging from 30% to 50% for the Rio Markers, with some
even using a 100% Rio Marker 1 coefficient®. The DAC reports are also one of the mostimportant
channels for reporting on international climate spending.

The OECD Rio markers are policy markers developed
by the Development Assistance Committee (DAC) of
the Organisation for Economic Co-operation and
Development (OECD) to track and report on
development finance flows targeting the objectives of
the Rio Conventions. These conventions include the
Convention on Biological Diversity, the UN Framework
Convention on Climate Change (UNFCCC), and the UN
Convention to Combat Desertification.

The following sections provide an overview of the climate finance architecture in the EU and
Germany, as well as a deep dive on the EU climate spending tracking approach as it is among
the more advanced reporting entities. Moreover, the complex organizational structure of the EU
may provide helpful insights for developing robust and consistent tracking methodologies.

ll. Example EU

The European Commission (EC) developed a system for tracking climate and biodiversity
spending, which has been in use since 2014. As part of its proposals for the 2014-2020 budget,
the EC aimed to highlight the increasing importance of climate change in EU policy. Rather than
creating separate funding lines for climate initiatives (in addition to the existing LIFE
programme), the EC opted to integrate climate objectives into various other programmes.

EU Climate finance architecture

Table 1 provides an overview of the most important EU government facilities and implementing
organizations, their domestic and international activities and instruments used. This overview
is not exhaustive as each Directorate-General under the EC conducts their own tracking of
climate and biodiversity spending and results are aggregated and reported in the EU budget.

3 Organisation for Economic Co-operation and Development (OECD) (2023). Results of the Survey on the Coefficients Applied to
2019-20 Rio Marker Data When Reporting to the UN Environmental Conventions.
4



European Bank for Reconstruction
and Development (EBRD)

European Fund for Sustainable
Development Plus (EFSD+)

European nvesiment Bank(ElB)

« Implementing Organizations: « Implementing Organizations:
« Directorate-General for Climate « EIB ClimateActionand

+ Implementing Organizations:
« EBRD Green Economy Transition

« Implementing Organizations:
- Team Europe Partners

Action (DG CLIMA)

+ DomesticActivities: Manages and
implements climate finance
projects within the EU.

« Foreign Activities: Partners with
governments, NGOs, and private
sector in developing countries.

+ Instruments Used: Grants,
technical assistance, capacity
building.

+ Directorate-General for

Environment Facility

+ DomesticActivities: Provides
financing for EU-based
companies investing in climate
projects.

« Foreign Activities: Partners with
foreign governments and private

sector to finance climate projects.

« Instruments Used: Loans, equity
investments, guarantees,
technical assistance.

(GET) approach

+ DomesticActivities: Provides
funding for EU-based climate
initiatives.

- Foreign Activities: Partners with
developing countries to fund
climate-related projects.

« Instruments Used: Loans, equity
investments, guarantees,
technical assistance.

+ DomesticActivities: Provides
funding for EU-based climate
initiatives.

« Foreign Activities: Partners with
developing countries to fund
climate-related projects.

+ Instruments Used: Guarantees,
blending facilities.

International Partnerships (DG

INTPA)

+ DomesticActivities: Provides
funding for EU-based climate
initiatives.

« Foreign Activities: Partners with
developing countries to fund
climate-related projects.

« Instruments Used: Grants,
technical assistance, capacity
building.

- Directorate-General for

Environment (DG ENV)

+ DomesticActivities: Provides
funding for environmental and
climate projects within the EU.

« Foreign Activities: Partners with
international organizations to
support climate projects.

« Instruments Used: Grants,
technical assistance, capacity
building.

Table 1: EU government facilities and implementing organizations. Source: Climate & Company.
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Figure 1: OECD Rio markers vs EU climate coefficients.

4 European Commission (n.d.). Climate mainstreaming, retrieved April 8, 2025, from https://commission.europa.eu/strategy-
and-policy/eu-budget/performance-and-reporting/horizontal-priorities/green-budgeting/climate-mainstreaming_en

® European Commission (2023). EU action on biodiversity financing, retrieved April 8, 2025, from
https://knowledge4policy.ec.europa.eu/biodiversity/eu-action-biodiversity-financing_en

© European Court of Auditors (ECA) (2020). Review 1/2020: Tracking climate spending in the EU budget.
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focusing more on the actual contribution of spending to climate goals, rather than the stated
motivation behind it (Figure 1). The key distinction is that the EU system evaluates the practical
outcomes of expenditures rather than their intended objectives.

Tracking climate spending in the EU

In addition to tracking climate spending based on programme level (Figure 2), spending is also
tracked in each Directorate-General (DG) that are responsible for different policy areas. For
example, spending under heading 6 of the MFF (NDICI) contains contributions from DG INTPA,
DG NEAR, DG ECHO, DG ENV, DG CLIMA all of which are reporting to DG BUDG'. Due to the
different organizational structures and different primary objectives of the DGs, tracking of
climate spending is done at different levels of granularity and the application of the Rio Marker
is not always consistent. Furthermore, DG BUDG then use their own methodology to aggregate
data into a budget overview for programmes. These alignment and consistency issues all occur
within heading 6 (NDICI)—with the other budget lines most likely facing similarissues. Although
the European reporting framework is already comprehensive, there are shortcomings. Learning
from these could help improve other countries’ climate reporting frameworks and processes.
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Horizon Europe, InvestEL Fund, CEF — Connecting Europe Facility, including Military Mobility, Regional Policy — European
Regional and Development Fund and Cehesion Fund, CAP — common agricultural policy, EMFAF — European Maritime Fisheries and
Aquaculture Fund. JTM — Just Transitien Mechanism, NDICI — Neighbourhood, Development and International Cooperation

Instrument — Global Europe, IPA Il - Pre-accession Assistance.

Figure 2: EU climate spending based on programmes.

- Integration with accounting systems: Classification systems and indicators are not
embedded within existing accounting structures. Integrating information from different
accounting systems causes additional bureaucratic burdens. Ideally, tracking
methodologies for climate spending will be integrated into existing accounting systems, for
example through applying Rio Marker tagging on a budget item or activity level. In a perfect
system this could also include spending efficiency metrics (e.g. CO2 abatement/€) and
would be applicable across all government agencies. The European system involves EU
targets being converted into specific goals for each DG, which creates incentives to allocate

DG INTPA: Directorate-General for International Partnerships;

DG NEAR: Directorate-General for European Neighbourhood Policy and Enlargement Negotiations;
DG ECHO: Directorate-General for European Civil Protection and Humanitarian Aid Operations;

DG ENV: Directorate-General for Environment;

DG CLIMA: Directorate-General for Climate Action;

DG BUDG: Directorate-General for Budget



extra funding to certain projects that meet Rio Marker criteria and help achieve their
spending goals, even if it is not the most efficient spending on climate.

- Contextual thresholds for efficiency: Efficiency thresholds, such as those set by the EU
Taxonomy, cannot be directly applied to international contexts. A more flexible, percentage-
based improvement model, which considers national baselines of developing countries,
may be more appropriate, to avoid imposing rigid EU standards. This could also be
addressed by sticking to national plans (NDCs and NAPs), as well as considering national
green and sustainable taxonomies.

- Challenges of long-term projects: The current framework lacks provisions to track the
progress and success of projects long-term. Projects that initially contribute fully (e.g.,
100%) to a target could see their contribution reduced over time if accounting standards
evolve. This creates the issue of "long-term accounting with shifting baselines", where
projects need to adapt to new criteria to maintain their original contribution levels.

- Lack of monitoring: Ex-post monitoring and evaluation systems are currently lacking. A
monitoring is essential, however, to ensure compliance and determine the overall success
of projects, as well as gain insights for future projects.

lIl. Example Germany

The German Federal Audit Office has highlighted the importance of systematically screening,
classifying, and evaluating revenues and expenditures in the federal budget to achieve climate
protection goals. However, this process is not yet systematically implemented at the federal
level, which complicates the steering of German climate policy®. In its current stage it is,
therefore, not possible to evaluate the total share of Germany’s budget that is earmarked for
climate spending. Comprehensive tracking using Rio Markers only occurs in the DAC report for
Germany’s international spending. Nevertheless, the audit office’s report highlights some
shortcomings that could inform systems for tracking climate spending:

- Absence of specific mitigation targets: Many climate mitigation strategies lack defined
objectives, such as quantifiable reductions in CO2 emissions. Establishing these targets is
essential for evaluating spending efficiency and national contribution pathways. For
Germany, this is particularly significant in monitoring progress towards the climate
neutrality goal anchored in the constitution.

- Negative contributions: Identifying and accounting for negative contributions to climate
spending arejust asimportant to consider for overall climate policy. Spending on mitigation
while paying climate damaging subsidies could lead to inefficiencies from the climate
protection perspective.

An overview of the current state of the climate finance architecture in Germany is provided in
Annex|.

From 2005 to 2020, Germany increased its international climate financing from public
budgetary resources to 5.05 billion EUR to support developing countries in their climate action.
In 2019, Germany fulfilled its commitment to double its climate-finance contribution from 2
billion EUR annually (in 2014) to 4 billion EUR annually (in 2020) with a target for international
climate finance of at least 6 billion EUR per year by 2025—a target that has already been reached

8 Bundesrechnungshof (2022). Bericht nach § 99 BHO zur Steuerung des Klimaschutzes in Deutschland.



in 2022 with 6.39 billion EUR. The spending was reduced, though, to 5.66 billion of international
climate finance in 2023, while still providing a significant contribution to the 100 billlion USD
target.

The climate finance contributions from the federal budget are managed by various government
ministries and institutions, including the Federal Ministry for Economic Affairs and Climate
Action (BMWK), the Federal Ministry for the Environment, Nature Conservation, Nuclear Safety
and Consumer Protection (BMUV), and the Federal Ministry for Economic Cooperation and
Development (BMZ). The funds are channelled through different programs and initiatives, such
asthe International Climate Initiative (IKl), the German Climate Technology Initiative (DKTI), and
the German Development Bank (KfW). The KfW is also raising additional funding from the
private sector through its Deutsche Investitions- und Entwicklungsgesellschaft (DEG) through
development loans and private investments (3.81 billion EUR in 2023). Including private
financing through revolving credit lines to local development banks, structured funds and
public private partnerships Germany’s total contribution to climate finance was 9.94 billion EUR
in 2023. The funds are allocated to various sectors, including renewable energy, energy
efficiency, sustainable mobility, and climate adaptation measures. In 2020, 60 % of the Federal
budgetary resources allocated to climate finance were used for reduction measures, and 40 %
were allocated to adaptation measures. Germany supports international climate finance
through bilateral and multilateral channels, including contributions to the Green Climate Fund
(GCF), the Adaptation Fund, and the Global Environment Facility (GEF). The country also
supports technology transfer and capacity-building initiatives in developing countries.



Annex |: German Climate Finance Architecture

Government facilities and implementing organizations

Federal Ministry for Economic

Cooperation and Development
(BM2)

Federal Ministry for the
Environment, Nature
Conservation, Nuclear Safety
and Consumer Protection

Federal Ministry for Economic
Affairs and Climate Action
(BMWK)

Federal Ministry of Finance
(BMF)

Federal Ministry of Education
and Research (BMBF)

Federal Ministry of Food and
Agriculture (BMEL)

+ Implementing Organizations:
«+ KW Development Bank

+ Domestic Activities:
Provides financing for
German-based companies
investing in climate
projects.

« Foreign Activities: Partners
with foreign governments
and private sector to
finance climate projects.

« Instruments Used: Grants,
concessional loans,
technical assistance,
capacity building.

« German International

Cooperation Society (GIZ)

« Domestic Activities:
Manages and implements
climate finance projects
within Germany.

« Foreign Activities: Partners
with governments, NGOs,
and private sector in
developing countries.

« Instruments Used: Grants,
technical assistance,
capacity building.

Source: Climate & Company.

+ Implementing Organizations:
« International Climate

Initiative (IKI)

» DomesticActivities:
Provides funding for
German-based climate
initiatives.

« Foreign Activities: Partners
with developing countries
to fund climate-related
projects.

« Instruments Used: Grants,
technical assistance,
capacity building.

« Federal Environment Agency

(UBA)

« DomesticActivities:
Provides funding for
environmental and climate
projects within Germany.

« Foreign Activities: Partners
with international
organizations to support
climate projects.

« Instruments Used: Grants,
technical assistance,
capacity building.

+ Implementing Organizations: « Implementing Organizations:
» Contributions to Multilateral « Energy and Climate Fund

Climate Funds (EKF)

« DomesticActivities: + Domestic Activities:
Provides funding for Provides funding for energy
German-based climate and climate projects within
projects through Germany.
multilateral contributions. - Foreign Activities: Partners

- Foreign Activities: Partners with international
with multilateral organizations to support
organizations to finance climate projects.
climate projects. « Instruments Used: Grants,

« Instruments Used: loans, equity investments,
Contributions to guarantees.
multilateral funds, financial
guarantees.

+ Implementing Organizations:
+ Research and Innovation

Programs

» Domestic Activities: Funds
research and innovation
projects related to climate
change within Germany.

« Foreign Activities: Partners
with international research
institutions to support
climate-related research.

« Instruments Used: Grants,
research funding, technical
assistance.

+ Implementing Organizations:
» Agricultural Development

Programs

» Domestic Activities:
Manages and implements
agricultural climate finance
projects within Germany.

« Foreign Activities: Partners
with international
organizations to support
agricultural development
projects.

« Instruments Used: Grants,
technical assistance,
capacity building.



