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m
APR-PIR  Annual Project Report - Project NC National Coordinator
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CcCM Climate change mitigation PB Project Board
CCS Climate Change Secretariat PIMS UNDP Project Information Management System
CDM Clean Development Mechanism PM Project Manager
co UNDP Country Office PMU Project Management Unit
Cco2 Carbon Dioxide PPG Project Preparatory Grant (GEF)
cpP Country Programme PRF Project Results Framework
DFI Development Finance Institutions PV Photovoltaic
EE Energy Efficiency RE Renewable energy
EOP End of project SE4ALL Sustainable Energy for All
ER Emission reduction SMART | Specific, Measurable, Attainable, Relevant, Time-
bound
ESCO Energy Service Company SSLC Small scale low carbon
FACE Fund authorization and certificate of TBD To be determined

expenditures

FTE Final term Evaluation tCco2 Tonne of Carbon Dioxide

FY Fiscal Year TE Terminal Evaluation

GDP Gross Domestic Product TOR Terms of Reference

GEF Global Environment Facility UN United Nations

GHG Green House gas UNDAF UN Development Assistance Framework

IDB Inter-American Development Bank UNFCC | UN Framework Convention on Climate Change
C

MTR Mid Term Review UNDP United Nations Development Programme

M&E Monitoring and Evaluation
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Executive summary

Project information table

Project
The Climate Aggregation Platform for Developing Countries (the CAP project)
itle:
GEF Project 9309 at endorsement (USS) at completion (USS)
ID:
UNDP GEF financing: USS 1,950,000
) 5749 USS 1,950,000
Project ID:
Country: Global IA/EA own: uUsD 150,000 121,217
Region: Global Government: ussS 00 00
Focal Area: Climate Change Mitigation | Other: USS 85,200,000 US$ 200,000
FA CCM1 for GEF 6: Promote | Total co- USS 85,350,000 USS 321,217
Objectives, Innovation, Technology financing:
(OP/sP): Transfer, and Supportive
Policies and Strategies
Executing Total Project USS 2,271,217
UNDP UsS 87,300,000
Agency: Cost:
Other ProDoc Signature (date project began): | 18 July 2017
Partners Climate Bonds Initiative
' (CBI) (Operational) Closing Date: | Proposed: Actual:
involved: 18 July 2020 | July 2023

Project Description
The Climate Aggregation Platform (CAP) is a Global Environment Facility (GEF)-funded project implemented by

UNDP’s Bureau for Policy and Programme Support (BPPS), Nature, Climate and Energy Unit using a Direct
Implementation Modality (DIM). UNDP, in partnership with the Climate Bonds Initiative seeks to promote the
scale-up of financial aggregation for small-scale, low-carbon energy assets in developing countries.

The CAP aims to advance and raise awareness for innovative solutions to market barriers for financial aggregation
— with the goal to increase access to low-cost financing for low-carbon energy. In so doing, the project can
contribute to improving the lives of people in developing countries, bringing about affordable, reliable, and clean
energy. The CAP promotes the scale-up of financial aggregation for small-scale, low-carbon energy assets in
developing countries. The project aims to help build in country pipelines of high-quality, standardised low-carbon
energy assets and to develop new low-cost sources of financing, building awareness and trust with investors in
this new asset class.

The CAP Project is seeking to scale up the volume of small-scale low carbon investments in developing countries
through the removal of barriers to financial aggregation, a process where multiple assets (in the form of cash
flows) are bundled to receive financing or refinancing. The CAP Project was designed to support development of
financial aggregation transactions in developing countries by overcoming of a range of barriers including lack of
credit information on end-users, weak legal and regulatory standards (notably for underwriting of securities), low
level of awareness amongst local commercial banks in developing countries, lack of investor awareness and
appetite for these security classes.


http://www.undp.org/climate-aggregation-platform
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The objective of the CAP Project is to “promote the scale up of financial aggregation for small-scale, low carbon
energy assets in developing countries”. To achieve this objective, the Project was to focus on achieving 3

outcomes:

e Outcome 1: Increased awareness, exchange of information and engagement in financial aggregation for small-
scale, low carbon energy activities in developing countries;
e OQOutcome 2: Financial closure of 3 financial aggregation transactions for small-scale, low carbon energy

activities in developing countries;

e Outcome 3: The market architecture and environment for replication and scale up of financial aggregation

transactions for small-scale, low carbon energy is enhanced in 3 developing countries.

Evaluation Ratings Table

Table 1: Evaluation rating table

Monitoring & Evaluation (M&E)

M&E design at entry

Satisfactory (S)

M&E Plan Implementation

Moderately Satisfactory (MS)

Overall Quality of M&E
Implementation & Execution

Quality of UNDP Implementation/Oversight

Satisfactory (S)

Rating

Satisfactory (S)

Quality of Implementing Partner Execution

Moderately Satisfactory (MS)

Overall quality of Implementation/Execution
Assessment of Outcomes

Relevance

Satisfactory (S)

Rating

Satisfactory (S)

Effectiveness

Moderately Unsatisfactory (MU)

Efficiency

Moderately Satisfactory (MS)

Overall Project Outcome Rating
Sustainability

Financial resources

Moderately Unsatisfactory (MU)
Rating

Moderately Unlikely (MU)

Socio-political/economic

Likely (L)

Institutional framework and governance

Moderately Likely (ML)

Environmental

Likely (L)

Overall Likelihood of Sustainability

Moderately Unlikely (MU)

1 Qutcomes, Effectiveness, Efficiency, M&E, I&E Execution, Relevance are rated on a 6-point rating scale: 6 = Highly Satisfactory (HS), 5 =
Satisfactory (S), 4 = Moderately Satisfactory (MS), 3 = Moderately Unsatisfactory (MU), 2 = Unsatisfactory (U), 1 = Highly Unsatisfactory
(HU). Sustainability is rated on a 4-point scale: 4 = Likely (L), 3 = Moderately Likely (ML), 2 = Moderately Unlikely (MU), 1 = Unlikely (U)
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Concise summary of the findings

Project results: The overall objective of the CAP is to “promote the scale-up of financial aggregation for small-
scale, low-carbon energy assets in developing countries”. Since all objective-level indicators (financial value of
investments, GHG emissions reduction and number of beneficiaries) depend on the completion of showcase
transactions which have not materialized yet, there is no progress at this stage towards the objective-level EOP
targets, and the overall objective is therefore off track. Despite significant progress in the last two years of the
project time, it is unlikely this status of the objective is going to change significantly in the short term.

Studies conducted by the project revealed that the financial aggregation market is still at a very nascent stage in
developing countries (including in East Africa, the region of interest for the CAP’s in-country activities) and still
requires upstream work to be conducted to address barriers at the design stage before showcase transactions can
effectively materialize such as regulatory frameworks reform at the country level. This prompted the project to
adopt a minor amendment to the project objective and focus on supporting innovative structures and models
(which may later lead to showcase transactions) instead of supporting showcase transactions directly, given the
immaturity of the market. In total 46 submissions were received for the innovation challenge, with very diverse
and interesting innovations, and targeting different energy sub-sectors and countries in East Africa. And
agreements have been signed with the 7 awardees. Each solution involves a different approach to financial
aggregation to help unlock new sources of financing for the clean energy sector, including climate finance.

Based on the fact that no showcase transactions achieved so far, and therefore associated benefits at the objective
level didn’t materialize, progress towards objective, expected outcomes and impacts is rated Moderately
Unsatisfactory (MU).

The CAP implemented several awareness activities including the development of the CAP-website which
comprises a “CAP Knowledge Library”, a one-stop-shop for key publications on innovative financing mechanisms
for small-scale clean energy. This includes publications on financial aggregation, securitization, clean energy
finance, climate finance, green bonds, investment data, market data, toolkits, RECS / DRECs / PRECs, and PAYGO
— A list of over 50 resources was curated by the CAP Project Team.

On knowledge products, the joint UNDP-CBI flagship report “Linking Global Finance to Small-Scale Clean Energy -
Financial Aggregation for Distributed Renewable Energy in Developing Countries” was published in 2022 and
disseminated through a far-reaching communication campaign. This report analyses potential links between
global finance to small-scale clean energy projects in developing countries. The analysis identifies key barriers,
market enablers, case studies, insights, and recommendations to wider adoption of financial aggregation as a
means to enable capital flows at scale toward small-scale low carbon energy initiatives.

Other knowledge products that are currently being developed/finalized include Market Assessment Framework,
User Guide and Guide to the Indicators; Market Assessments for Rwanda, Uganda; CAP Action Plans for Rwanda
and Uganda; and up to 7 Feasibility Studies for supported Innovative Financial Aggregation Structures via the CAP
Financial Innovation Challenge. The CAP identified and established engagements with relevant task forces and
global working groups related to financial aggregation of low carbon small scale assets. This includes the ongoing
work with the D-REC initiative, with whom an MoU was signed, to develop a pilot project in Uganda.

The CAP Project is finalizing the “CAP Financial Innovation Challenge” (CAP FIC) to promote Innovative Financial
Aggregation Structure or Model (mechanisms, instruments, processes, tools, business, and financing models)
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documented in the form of a Feasibility Study. The CAP will award up to USS$ 40,000 per selected project — US$S
280,000 will be available to support up to 7 projects. Considering the above and based on the fact the EOP targets
have largely not been met, effectiveness is rated Moderately Unsatisfactory (MU).

The CAP project design: The conceptual design of the CAP is relevant and appropriate in principle, however, the
detailed design of the CAP project comprises major deficiencies including: 1) overly ambitious targets to be
achieved in 3 years timeframe, specifically in terms of amount of USD value of financially closed CAP showcase
transactions, and subsequently the co-financing and GHGs emission reductions targets; and 2) the accuracy of the
assumptions that underpin the project design especially in terms of maturity of the small scale low carbon market,
particularly in targeted countries, and stakeholders interest to participate in the CAP activities, especially at the
local level.

CAP relevance: Despite the nascent nature of financial aggregation markets, the financial aggregation market is
holding great potential, promising, and evolving sector, which makes CAP strategic relevance to the market needs
to increase over time. Also, the CAP is aligned with the SDG7 by helping to unlock capital resources for small-scale,
low-carbon energy assets in developing countries and invest in the potential to lift millions of people out of energy
poverty, create millions of jobs, help tackle and build resilience to climate change, and contribute to the
achievement of the SDGs. Based on this, the relevance of the project is rated Satisfactory (S).

Adaptive management: The CAP project has been going through a number of operational hiccups and structural
challenges that required immediate adaptive management measures to be taken effectively. However, in many
cases, it has taken the project management so long to respond to the emerging challenges, for example, with
differing views within the entire CAP Project team that without an appropriate decision-making apparatus, the
management arrangements did not provide any executive powers within the team to render decisions for the CAP
Project, even on a pilot basis. This has proven to be a primary cause for the lack of progress of the CAP Project and
a major structural challenge particularly prior to the project re-structuring.

The CAP implemented important adaptive management measures including the project re-structuring, revamping
the operational modality, re-organising the partnership arrangements and creating effective decision-making
process. In addition to implementing the innovation challenge as a way to overcome the challenges with UNDP’s
procurement and partnerships modalities in engaging with the private sector. However, there are areas where
the CAP project could have been more effective in applying adaptive management measure, specifically by
reviewing the key elements of the project design (mainly assumption and targets), and also expediting solutions
for the substantial delays in recruiting national coordinators — for example, recruiting a national coordinator with
less technical role and more of coordination role whilst sourcing technical expertise internationally.

Project management: The effectiveness of the CAP in-country offers varied, in Uganda, the CAP’s engagement
with the National Renewable Energy Platform (NREP) is a contributing factor for a sustainable ownership of CAP’s
product at the country level, and the fact that CAP agenda is embedded into an existing platform (i.e NERP) rather
than a standalone working group adds an extra level of sustainability and ownership. It wasn’t the same case in
Rwanda where no working group established for CAP nor an existing platform was used to incubate the CAP
activities until this point, which meant limited engagement and ownership at the country level.

The design of M&E framework was found adequate and follows the standard M&E template for projects of this
size and complexity. The M&E implementation included re-activation of the project board in 2019, regular
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reporting and tracking of project results and risks and the MTR was delivered in critical time after the project was
put on hold for two years with major disagreements among UNDP team and with partners, in this sense, the MTR
was instrumental to help resetting the CAP project, and therefore the overall assessment of the M&E is
Satisfactory (S).

UNDP implemented the project using the direct implementation modality, where UNDP is responsible for the
overall implementation and delivery of the project and ensures that the project objectives are met. UNDP
performed quality assurance, oversight services, audit, and risk monitoring and management in line with the
UNDP rules and regulations. Also, UNDP organized procurement events, expert recruitment, and financial
management in line with the UNDP rules and regulations. Therefore, the Overall Quality of
Implementation/Oversight and Execution is rated Satisfactory (S).

Sustainability: The CAP institutional set up beyond project end date is not clearly defined, documented, and
communicated to the board. The CAP exit strategy is essentially based on embedding the CAP offering into UNDP’s
new Sustainable Energy Hub (SEH). The SEH could be a gateway for the CAP to expand access to the Sustainable
Energy Hub’s financial mechanisms or other UNDP initiatives at the country, regional or global level. Although
sounds like a strategic option for the CAP, currently the details of the how this integration could happen and how
CAP operations are going to be maintained and funded remain undefined.

The intent is that the CAP, based on the prodoc, is to gain further funding and operate indefinitely, past the initial
funding provided by this project. The activities set out in the project document are envisioned as an initial phase
of the CAP, with the GEF providing seed-funding. Subsequent phases, for example, could include the addition of
further in-country initiatives beyond the initial activities funded by the project. The architecture of the CAP is
meant to be scaled in this way.

To date the CAP didn’t have additional funding lined up to support CAP future activities. The CAP management
has been focussed on delivering the project activities in attempt to make up for the delays witnessed at the
beginning. And project management resources have been totally dedicated to overcome the operational and
structural challenges, with no resource mobilisation outcomes achieved for the future. This establishes an
unanswered question as to how the CAP operations are going to be covered beyond the GEF seed funding. The
overall Likelihood of Sustainability is Moderately Unlikely (MU).

Recommendations summary table
Table 2: recommendations table

# TE Recommendation Entity Timeframe
Responsible
1 The exit strategy = Project June 2023

should provide a transformational vision for the CAP to move from a project-based management
approach (pilot mode) into a more strategic ongoing offer for UNDP . Such CAP
strategy should elaborate on transition to a stage beyond the identification of the
market barriers and work to barriers removal stage. The strategy should focus on 1)
defining the new institutional and governance settings after the GEF-funded phase,
this should include defining where the CAP is going to be structured in UNDP, how
CAP’s offer is going to embedded in the Sustainable Energy Hub (SEH), and what is
the process for identifying and supporting the climate aggregation opportunities in
Uganda and Rwanda and beyond; 2) a 3-year work plan defining key activities that
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the CAP would address; 3) resource mobilisation plan for technical support activities
(barriers identification and removal); and 4) a budgeted human resource plan.

2 In order for the CAP | Project Ongoing
to meet all of its objectives (and possibly beyond the duration of the project under | management
evaluation), it needs to broaden its network of partners, especially given the fact that
financial aggregation may need to be linked with other de-risking mechanisms such
as concessional financing, guarantees, subsidies, or tax-exemptions, to name a few?,
and this requires strategic partnerships to be established with different financing
organisation, including banks and banking agencies within UN system (e,g UNCDF) to
facilitate effective engagement with the private sector.

3 Project July 2023
management
In the first instance, a deeper dive is
required into why DFls, whose financing mandates are typically broad, aren’t
providing more upstream grants and equity capital to crowd in private debt3. This
could also include detailed mapping of existing initiatives related to the finance and
identify entry points for the CAP.

4 to serve as | Project July 2023
a guiding platform for future CAP interventions, identify opportunities for CAP and | management
strengthen CAP partnerships strategy. The new advisory board could be expanded
beyond the boundaries set by the GEF project and include international partners that
are likely to contribute actively to the CAP activities.

5 Project July 2023
management
The network would have a critical role in achieving the CAP
objective (i.e promoting aggregation of small-scale and low-carbon investments), and
this network can continue to serve as a global ‘community of practice’ platform for
climate aggregation under the CAP leadership. The engagement process needs to be
supported by a clear communication strategy and regular engagement (via webinars),
and the role of the CoP may be extended beyond financial aggregation, to look at
other innovative finance as well as the more general barriers that need to be
addressed to tackle the energy access financing gap.

6 , UNDP should ensure that the project | RTA Ongoing

designers undertake a careful assessment of the potential provision of global
environmental benefits from projects at this scale within short period of time. This
includes 1) the need to be realistic in setting project indicators and targets at the level
of the project objective in terms of what a GEF project can actually achieve during the
typical relatively short implementation period, 2) validating key assumptions in the
project theory of change (the maturity of the market in case of the CAP), and 3)
stronger implementation arrangements with clarity on roles and responsibilities with
implementing partners and stakeholder particularly at the local level (in case of a
global project).

7 RTA Ongoing
, and, wherever necessary, proposes the adjustment of the

2 Linking Global Finance to Small-Scale Clean Energy - Financial Aggregation for Distributed Renewable Energy in Developing Countries

3 This is also recommended by the UNDP-CBI report on Linking Global Finance to Small-Scale Clean Energy - Financial Aggregation for
Distributed Renewable Energy in Developing Countries
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targets to realistic and achievable values in line with the GEF Guidelines on The
Project and Program Cycle Policy?.. Although the MTR identified some corrective
actions in the indicators’ wordings, it did not propose adjustment to more realistic
targets.

4 See ‘Major Amendment’ section - page 55 of the GEF Guidelines on The Project and Program Cycle Policy. Available here.

10


https://www.thegef.org/sites/default/files/documents/GEF_Guidelines_Project_Program_Cycle_Policy_20200731.pdf
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Introduction

Purpose & scope

The Terminal Evaluation (TE) assessed the achievement of project results against what was expected to be
achieved and drew lessons that can both improve the sustainability of benefits from this project, and aid in the
overall enhancement of UNDP programming. The TE report promotes accountability and transparency and
assesses the extent of project accomplishments.

The TE assessed project performance against expectations set out in the project’s Logical Framework/Results
Framework and results according to the criteria outlined in the Guidance for Conducting Terminal Evaluations of
UNDP-Supported, GEF-Financed Projects”

The TE provides evidence-based information that is credible, reliable and useful and comply with the UNDP/GEF
Evaluation Guidelines. The TE was undertaken in line with UNEG principles concerning independence, credibility,
utility, impartiality, transparency, disclosure, ethical, participation, competencies and capacities.

The evaluation process has been independent of UNDP and project partners. The opinions and recommendations
in the evaluation are those of the Evaluator and do not necessarily reflect the position of any stakeholders.

The TE was carried out between December 2022 and March 2023 with online engagement with project
stakeholders and partners. For this TE, evidence was gathered by reviewing documents, interviewing key selected
stakeholders and from other ad hoc observations.

Mixed methods were used for the TE to generate mix of qualitative and quantitative data. The use of mixed
methods had the advantage of supporting data triangulation across multiple sources, which created the potential
for increased data accuracy and credibility to inform the reliability of the evaluation results.

Methods

Data collection methods
To strengthen the robustness of the evaluation evidence, a mix qualitative-quantitative approach was used to

best describe project results based on the on the results framework as outlined in the project document. The
evaluation used methods of document review and interviews for data collection to obtain answer all of the
evaluation questions outlined in the TOR. The evaluation had two levels of data collection and validation of
information:

o Adesk review of project documentation
¢ Independent data collected by the evaluators through interviews with key stakeholders

An evaluation matrix was developed as a base for gathering of qualitative inputs for analysis. The evaluation matrix
defined the objective for gathering non-biased, valid, reliable, precise, and useful data with integrity to answer
the evaluation questions.

Engaging stakeholders has been critical for the success of the evaluation. The project involved multi-stakeholders
and teams in different capacities and the TE engaged with various stakeholders to cover different perspectives
taking into account the principle of gender responsive. Gender responsiveness has been integrated throughout

5 UNDP-Supported, GEF-Financed Guidance for conducting terminal evaluations, 2020. Available here.

11


http://web.undp.org/evaluation/guideline/documents/GEF/TE_GuidanceforUNDP-supportedGEF-financedProjects.pdf
http://web.undp.org/evaluation/guideline/documents/GEF/TE_GuidanceforUNDP-supportedGEF-financedProjects.pdf
http://web.undp.org/evaluation/guideline/documents/GEF/TE_GuidanceforUNDP-supportedGEF-financedProjects.pdf
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the evaluation process including gender balance during the engagement with stakeholders, assessing the gender
integration in the project design and delivery, and ensuring that data collection and analysis are gender-sensitive.
Throughout the evaluation process, the main stakeholders have been engaged and interviewed using semi-
structured interview® method. Interviews relied on a targeted and self-selecting sampling strategy to include a
diversity and balance of perspectives from each stakeholder category.

Data analysis methods
Data analysis was based on observed facts, evidence, and data. Findings are specific, concise, and supported by

guantitative and/or qualitative information that is reliable, valid and generalizable.

The data analysis method involved 1) descriptive analysis to understand and describe its main components,
including related activities; partnerships; modalities of delivery; etc. 2) Content analysis of relevant documents
and the literature conducted to identify common trends and themes, and patterns for each of the key evaluation
issues (as the main units of analysis), and 3) thematic analysis of responses collected from semi-structured
interviews and observations.

Ethical Considerations

The TE consultant was held to the highest ethical standards and was required to sign a code of conduct upon
acceptance of the assignment. This evaluation was conducted in accordance with the principles outlined in the
UNEG ‘Ethical Guidelines for Evaluation’’. The evaluator ensured to safeguard the rights and confidentiality of
information providers, interviewees, and stakeholders through measures to ensure compliance with legal and
other relevant codes governing collection of data and reporting on data. The evaluator also ensured security of
collected information before and after the evaluation and protocols to ensure anonymity and confidentiality of
sources of information where that is expected. The information knowledge and data gathered in the evaluation
process has been solely used for the evaluation and will not be used for other purposes without the express
authorization of UNDP and partners.

Limitations

As a global project, the CAP involved multiple stakeholders across different countries around the world. The
project management is remotely dispersed where the project is based at UNDP-HQ in New York, the project
management team is dispersed between Germany (where the project manager is based), Ethiopia (where the
project assistant is based and Uganda where the national coordinator is based. The geographical dispersion is also
extended to the partners engaged in the project where CBI is based in the UK and consultants were commissioned
from South Africa and other countries around the world. This meant that online engagement for this evaluation
would be the most effective approach to be able to engage with all of the stakeholders, notwithstanding the
difficulty to adapt to time zone difference to be able to engage with all stakeholders.

6 A semi-structured interview is a method of research used most often in the social sciences. While a structured interview
has a rigorous set of questions which does not allow one to divert, a semi-structured interview is open, allowing new ideas
to be brought up during the interview as a result of what the interviewee says. The interviewer in a semi-structured
interview generally has a framework of themes to be explored.

7UNEG Ethical Guidelines for Evaluation, 2020, available here.
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The extent to which the project is achieving impact or progressing towards the achievement of impact will require
some time before becoming manifest. The level of maturity of the targeted market is a limiting factor to be able
to appreciate impact-level changes that are attributable to the CAP activities, especially after considering the
number of factors that affect the financing aggregation market beside the CAP.

Structure of the Report

The TE draft report follows the format suggested by the UNDP-GEF TE guidelines, with a description of the
methodology, a description of the project and findings organized around: i) Project Design/Formulation; ii) Project
Implementation; iii) Project Results and Impact. Conclusions, Recommendations and Lessons Learnt complete the
report. Consistently with requirements, certain aspects of the Project are rated, according to the rating scale of
the Guidelines. Co-financing information is presented in the chapter under financial management; and the
updated Scorecard is included in Annex |. Comments addressed have been documented in an Audit Trail, prepared
as a separate annex to the TE Report.

Project Description

Development context

In meeting their obligations to the Paris Agreement to limit the global warming to well below 2°C and pursue
efforts to limit it to 1.5°C, developing countries are experiencing challenges in scaling up their investments in low
carbon technologies. In the face of increasing energy demand in these countries, almost all countries are
experiencing shortfalls in the context of energy access. This includes numerous countries where households and
businesses do not have sufficient electricity for lighting at night. This lack of access to low carbon energy
disproportionately affects women, adversely impacting economic growth of developing countries.

To mitigate these circumstances, financing for low carbon energy generation needs to be scaled up from its
current levels. The Sustainable Energy for All (SE4ALL) estimates that over USS$660 billion annually is the
investment required up to 2030 in developing countries to meet the objectives of SE4ALL. In 2012, the investment
of US$141.9 billion is the baseline investment into increasing energy access, renewable energy, and energy
efficiency; this translates into an annual financing gap of US$518.1 billion in comparison to the required 2030
investment®,

Exacerbating this financing gap in most developing countries is the limited ability of local financing institutions to
access additional financing to scale up the level of these investments. Notwithstanding, there are currently large
volumes of consumer driven investments into distributed renewable energy generation and energy efficiency
measures. The success of these investments creates conditions to develop new aggregative models of financing
small-scale low carbon energy assets. The CAP Project seeks to develop these new models of financing.

Financing costs are a key entry point for policymakers in developing countries. The CAP Project is important in the
context of strategic shifts at UNDP and the UN as a whole, particularly with regard to orientation towards
connecting financing to sustainable development goals.

8 World Bank (2015): SE4ALL Global Tracking Framework Report
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Problems that CAP Project Seeks to Address

The CAP Project is seeking to scale up the volume of small-scale low carbon investments in developing countries
through the removal of barriers to financial aggregation, a process where multiple assets (in the form of cash
flows) are bundled to receive financing or refinancing. The CAP Project was designed to support development of
financial aggregation transactions in developing countries by overcoming of a range of barriers including:

A lack of credit information on the end-users;

Weak legal and regulatory standards including definitions of default, legal enforcement of
Contracts, and priorities for payouts;

Weak standards for underwriting of securities;

Low level of awareness amongst local commercial banks in developing countries of preparing
Financial aggregation transactions; and

Lack of investor awareness and appetite for these security classes from developing countries.

CAP Project Description and Strategy

The objective of the CAP Project is to “promote scale up of financial aggregation for small-scale, low carbon energy
assets in developing countries”. Achievement of this objective has required the Project to focus on 3 components
designed to generate outputs that contribute to the realization of the following outcomes:

e Outcome 1: Increased awareness, exchange of information and engagement in financial aggregation for small-
scale, low carbon energy activities in developing countries;

e Qutcome 2: Financial closure of 3 financial aggregation transactions for small-scale, low carbon energy
activities in developing countries; and

e Outcome 3: The market architecture and environment for replication and scale up of financial aggregation
transactions for small-scale, low carbon energy is enhanced in 3 developing countries (changed to two
countries after the restructuring).

The CAP is a flagship initiative of the Sustainable Energy Hub to support the structuring and deployment of

innovative business models and financial mechanisms to accelerate energy access and the clean energy transition.

The CAP aims to advance and raise awareness for innovative solutions to market barriers for financial aggregation
— with the goal to increase access to low-cost financing for low-carbon energy. In so doing, the project can
contribute to improving the lives of people in developing countries, bringing about affordable, reliable and clean
energy.

Within the small-scale, low-carbon energy universe, the CAP is agnostic with regard to technology sectors (e.g.,
solar PV, energy efficiency, electric mobility) and business models. In practice, the CAP may initially support certain
technologies and business models in particular geographic markets, for example PAYGO solar, due to their
relatively advanced or promising qualities.

The CAP’s activities and value proposition are formulated in terms of a global offer and an in-country offer:

e Global offer: global awareness raising, knowledge management and working group (changed to global
network after the restructuring)

e In-country offer: three in-country initiatives, each centered around (i) a showcase transaction, likely in
partnership with a development bank and/or the private sector, and (ii) tailored market development
activities from a menu of services, such as standardization efforts and addressing tax/regulatory barriers.
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The project’s central approach to achieving change - embedded throughout its design - is a barrier-removal
approach. The project seeks to do this in different ways: addressing information barriers through the project’s
global activities; addressing first-mover barriers through its emphasis on first-of-a-kind transactions; and then,
within countries, targeting specific barriers to scaling-up via tailored market development activities.

Main stakeholders

The CAP will seek to systematically engage and partner with financial aggregation stakeholders. The typical
stakeholders in a financial aggregation transaction that the CAP engages with are along five main stakeholder
groups - public sector, financial market and advisory, investors, power industry and media - each of which is then
composed of multiple stakeholder types. The CAP seeks to engage with these stakeholder groups in both its global
and in-country activities.

To achieve the specific CAP Project objective of “promoting scale up of financial aggregation for small-scale, low
carbon energy assets in developing countries”, the CAP Project was to engage and partner with a wide range of

stakeholders in financial aggregation during implementation. The ProDoc does not provide specific stakeholders
but does provide stakeholder groups that the CAP Project intends to engage including:

Stakeholders involved in financial markets and advisory services. This would include legal firms,
credit rating agencies, and investment banks;

Institutional investors and commercial banks;

Public sector stakeholders including national governments, development banks and international
organizations;

e Low carbon energy companies and software companies;

e Financial and energy media.

Theory of change

The project’s theory of change, drawing from UNDP’s 2013 report, De-risking Renewable Energy Investment®,
posits that, while technology costs for low-carbon energy have seen dramatic decreases in recent years, financing
costs for low-carbon energy in developing countries typically remain high. These high financing costs
disproportionally penalize low-carbon energy due to low-carbon energy’s high capital intensity. Data from the de-
risking report show financing costs dominate the life cycle costs of low-carbon energy in developing countries
(here representing 61% of the life cycle costs of utility-scale wind energy). For policymakers, the implication of
this is that a key opportunity is to seek to lower these high financing costs. By lowering financing costs, life-cycle
costs will come down, making low-carbon energy more competitive with conventional energy. This can divert
private sector investment flows to low-carbon energy. With lower financing costs, the end result is that developing
country citizens can benefit from more affordable, reliable and clean energy.

9 UNDP (2013): De-risking Renewable Energy Investment
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Project Design/Formulation

The conceptual design of the CAP is relevant and appropriate in principle, however, the detailed design of the CAP
project comprises major deficiencies including: 1) overly ambitious targets to be achieved in 3 years timeframe,
specifically in terms of amount of USD value of financially closed CAP showcase transactions, co-financing and
GHGs emission reductions from CAP; and 2) the accuracy of the assumptions that underpin the project design
especially in terms of maturity of the small scale low carbon market, particularly in targeted countries, and
stakeholders interest to participate in the CAP activities, especially at the local level.

Results Framework Analysis: project logic and strategy, indicators
This section provides a critical assessment of the Project Results Framework (PRF) in terms of clarity, feasibility

and logical sequence of the project outcomes/outputs and their links to the project objective. It also examines the
specific indicators and their target values in terms of the SMART? criteria.

The objective level indicators and targets meet four out of five of the “SMART” criteria, the objective- level targets
in specific are not ‘achievable’ and overly ambitious within the project timeframe and resources, for example the
‘USD 30 million of financially closed CAP showcase transactions’ target is underpinning an assumption that this
stage of the transaction could be attained with three years. The prodoc didn’t establish how CAP could contribute
with financial assistance to the transaction cost within existing UNDP’s POPP modalities.

Indicators provide a clear description of the intended target with an economy of words. The simplicity of the
indicators provide clarity to the PMU in terms of the activities to be monitored and targets to be reached.
However, here are few comments on the indicators:

- The indicator of ‘survey scores’ for awareness raising comprises few deficiencies: 1) it is designed to measure
stakeholders’ satisfaction (the target is 75% of stakeholders state ‘satisfied’ or ‘very satisfied’). Measuring
awareness outcomes based on the level of satisfaction not ideal and doesn’t necessarily provide robust
evidence on the effectiveness of awareness, alternatively, the indicator could have been ‘survey score’ to
measure change in the level of understanding and capacity in financial aggregation for small-scale, low-carbon
energy activities (self-reported via surveys), and 2) the wording of the baseline for this indicator is not
consistent with the indicator itself and its target, the baseline is 0 CAP awareness raising activities’ though the
indicator is a survey score not a number. Ideally, the baseline would have been established via a survey during
the inception phase, or at minimum left at TBD until the first engagement with stakeholders take place.

- Similarly, the baseline of the ‘Survey score conveying stakeholders’ assessment of CAP’s global knowledge
products’ reads as ‘O CAP global knowledge products’ and that is not consistent with the indicator and its
target.

- Under outcome 3, the ‘CAP national working groups’ indicator, the target was ‘4 well-attended meetings’ is
activity level indicator and doesn’t provide insights on the outcomes of those meetings.

- All defined targets are set to be achieved by the end of the project with no guidance of the sequencing of CAP
project activities in the ProDoc. This was to be defined during the Inception Phase with more specifics to each
output, identification of countries where CAP was to have national working groups, and the technology sector
with financial aggregation transactions that the Project was supporting. The absence of these specific details
was a contributor to create disagreements among project teams and partners and therefore poor progress of
the CAP Project during its first 15 months.

10 SMART stands for Specific, Measurable, Attainable, Relevant, Time-bound.
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- The MTR identified a few inconsistencies and discrepancies in the wording of some parts of the PRF, for
example the target for Outcome 2, which refers to 4 showcase transactions, is not aligned to other parts of the
ProDoc which mentions only 3 in-country initiatives, this turns out to be a typo and has been fixed in the project
addendum.

- The rest of the PRF seems to be straightforward and clearly designed with measurable targets with a proper
language has been used to describe the outcomes and Project objective. None of the described outcomes and
objective of the Project can be confused with an output.

- Gender-based data disaggregation is only considered in the indicator related to number of beneficiaries
(impact indicator #3). Gender-data disaggregation could have been also considered for other indicators where
direct engagement with stakeholders is measured such awareness raising.

The CAP Project is unique in that it deals with financial products and pursues private financing despite UNDP not
being a bank. The design of the CAP Project in Component 1 envisaged raising awareness of financial aggregation
transactions in developing countries involving small-scale low carbon assets. Component 2 envisaged CAP support
for showcase transactions in financial aggregation for low carbon in 2 to 3 developing countries. This was to
involve Project support in (i) providing transaction cost coverage up to US$300,000, and (ii) working to removing
potential sell side barriers such as developing consumer credit profiles in developing countries, strengthening legal
and regulatory framework, and setting up appropriate SPV structures for the issuance of bonds. The success of
showcase transactions in Component 2 was to be used for horizontal replication of financial aggregation.
Component 3 envisaged national working groups on the ground in developing countries developing market
assessments, strategies, and action plans, under the strategic guidance of national coordinators recruited by the
CAP Project.

Assumptions and Risks
Identification of risks enables the implementing partners to recognize and address challenges that may limit the

ability of the project to achieve the planned performance outcomes.

A preliminary risk analysis was conducted at the Project Identification Form (PIF) preparation stage and identified
types of risks for the achievement of the project objectives. The PIF also provided a risk rating and corresponding
risk mitigation measures.

The preliminary risk analysis from the PIF stage was transferred in full into the Project Document. The risk rating
was done on a simplified rating scale from 1 to 5. None of the identified risks were rated ‘4 or above’ in terms of
probability and impact that would allow for identification of critical risks for further monitoring during project
implementation. The risks have not been updated during the inception phase, nor during the MTR and subsequent
project addendum, however, all risks have been duly monitored during project implementation mainly through
Atlas and the Project Implementation Reviews (PIRs).

The role of ‘assumption’ column in the PRF seems to be underestimated and not populated properly, the theory
of change of the CAP and those outcomes identified in the PRF are totally based on significant assumptions that
the market is ready for the CAP to intervene and that stakeholders are interested in the CAP services. This is not
to suggest that these assumptions are right or wrong, but to reiterate the importance of identifying and
documenting those assumptions upfront and use the M&E to validate those assumption as we go.

Showcase transactions for each in-country initiative was not identified during the PPG stage, which will determine
the size of transactions, low-carbon technology types and associated baseline technologies. Beneficiaries will also
be a function of the low-carbon technology type. The USD 30 million project target shown in the table is for a total

17



DocuSign Envelope ID: 131235B1-B83A-4997-825D-02E49AEDD991

Terminal Evaluation of ‘the Climate Aggregation Platform (CAP)’ project

of 3 showcase transactions, with a conservative assumption that each transaction amounts to an average USD
10m in size.

The nascency nature of the market and the limited number of real-life financial aggregation transactions in the
small-scale, low-carbon energy sector in developing countries to date has not been identified as an assumption
the underpins the fundamentals of the theory of change until it was highlighted in the joint UNDP/CBI flagship
report ‘Linking Global Finance to Small-Scale Clean Energy’ and more recently in the preliminary findings of the
Uganda and Rwanda market assessments.

Also, for the tC02e target, it was also assumed a solar PV technology and a combined cycle gas baseline. The
individual or business beneficiaries assumes average household rooftop solar PV systems of 3kW, and average
C&I rooftop solar PV systems of USD 500,000 per system. Average household size of 5 individuals. All of these
estimates were replaced with empirical data during project implementation.

The Social and Environmental Screening Process (SESP) was carried out appropriately at the project formulation
stage at the global level and did not identify any risk of relevance, at the local level, the project will apply UNDP’s
SESP at the country level as in-country activities are further defined.

Planned stakeholder participation
The project design promotes significant participation of diverse stakeholders at both local and global levels. The

CAP’s central mechanism to advance innovative solutions are meant be a globally coordinated, local partnership
model, targeting the private sector. In practice this will be via the establishment of outcome-oriented, national
working groups in each of the CAP’s in-country initiatives. Such an approach was included in the original prodoc,
but due to disagreements amongst the CAP team in the initial years was not advanced.

Following further consideration, the restructured CAP project addendum reviewed the stakeholders’ participation
strategy as follows:

- Alocal working group model that is well-suited to identify market barriers, solutions and fostering innovation.
A guiding principle behind the CAP’s approach to innovation is that the private sector, in the local context, is
best placed to discover and execute on innovative solutions. The CAP’s role is to create the conditions and an
ecosystem which informs and empowers the private sector in this regard. The national working groups were
supposed to be the CAP’s central mechanism to identify and promote innovative solutions.

The CAP provided structured support to national working groups, and this will comprise an important part of
the CAP’s offer. Such support has been resourced via a CAP national/regional coordinator, in turn reporting to
a UNDP CAP Project Manager.

In Uganda, the establishment of a new standalone National Working Group (NWG) was not possible,
alternatively, the National Coordinator identified potential hosts for the NWG. Based on a comparative analysis
of the different alternatives, the newly formed “National Renewable Energy Platform” (NREP) was selected as
the most suitable option. The Ministry of Energy and Mineral Development (MEMD), who manages the NREP,
planned to putin place several technical working groups including one on ‘Access to Finance’ which could serve
as the basis for the CAP’s NWG in Uganda.

In Rwanda, due to the initial recruitment process, and a subsequent attempt at hiring a National Coordinator
were inconclusive due to lack of suitable candidates, and this led to not establishing a local Working group at
the local level. The CAP continued to engage on a frequent basis with the CO focal point, TFE Africa was able
to undertake its market assessment work including consult