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Module 4: Private Sector Facility (PSF)

By the end of this module, participants will be able to:

▪ Explain the role and mandate of the GCF Private Sector Facility (PSF).
▪ Understand why private sector engagement is critical for achieving 

climate mitigation and adaptation goals.
▪ Identify the core pillars of GCF’s Private Sector Strategy and their 

relevance to national priorities.
▪ Recognize the range of financial instruments offered by the PSF and how 

they de-risk private investment.
▪ Understand how private sector actors can engage with GCF.



What is the Private Sector

▪ In the context of GCF, the private sector refers to profit-oriented entities, 
ranging from large corporations to micro, small, and medium enterprises 
(MSMEs), that can invest in, implement, or benefit from climate mitigation 
and adaptation activities.

▪ Examples include large 
corporations (Acumen Fund, 
MUFG Bank, Ecobank Ghana, 
FMO, etc.), commercial and 
investment banks, impact and 
venture funds, and local SMEs. 

▪ These entities can act as 
investors, developers, technology 
providers, financial 
intermediaries, or implementing 
partners.



Why Engage the Private Sector

▪ Scale of Investment Needs: To meet global climate goals, trillions of dollars 
in investment are required annually—public funds alone are insufficient. 
The IPCC's 2023 Synthesis Report estimates that developing countries alone 
will require $127 billion per year by 2030 and $295 billion per year by 
2050 for adaptation to climate change.

▪ Catalyst for Innovation and Efficiency: Private sector brings technical 
expertise, innovative business models, and market-based solutions.

▪ Catalyst and Beneficiary: Private actors not only finance 
mitigation/adaptation but also benefit from reduced climate risks and 
emerging green markets.



Barriers to Private Sector Climate Investment

Weak enforcement of climate policies

Lack of clear incentives or mandates for green investment

Policy and Regulatory 
Uncertainty

Absence of robust climate risk data

Difficulty in measuring and verifying climate impacts

Data and Measurement 
Gaps

Perceived high risk of climate ventures

Limited risk-sharing mechanisms and guarantees

Market and Investment 
Risks

Few scalable, mature climate projects

Gaps in early-stage project development support
Inadequate Pipeline of 

Investable Projects

Low understanding of climate opportunities and GCF processes

Insufficient technical and financial expertise to structure projects
Limited Awareness and 

Capacity

High capital costs, especially in LDCs and SIDS

Limited access to concessional finance, guarantees, or blended structures
Access to Finance



What is GCF’s Private Sector Facility (PSF)

▪ GCF was established by the UNFCC to support global climate 
action.

▪ GCF aims for 50:50 balance between mitigation and adaptation 
investment.

▪ GCF seeks to engage across the public and private 
sectors to unlock high-impact and paradigm-
shifting climate investments.

▪ To scale up its activities, GCF has established the 
Private Sector Facility (PSF) to mobilize private 
sector actors to fund and co-invest in climate 
action. 

What PSF invests in:



Key Features of PSF

Role

Approach

Access to the Private Sector

▪ To mobilize institutional investors alongside GCF funds and encourage 

the private sector to invest.

▪ De-risk the delivery of private capital and scale up private sector 

investment flows for low-carbon and climate-resilient development.

▪ Accredited Entities with private sector capacity

▪ Present funding proposals or respond to requests for proposals

▪ Catalyze private sector funding

▪ A special focus on LDCs, SIDS and African states

▪ Long term funding through financial instruments and structured-in 

concessionality



GCF’s Private Sector Strategy



PSF Investment Criteria



PSF Financial Instruments

Grant

Equity

Loans:

Guarantees:

Non-repayable funds for 
specific projects or 
activities.

Direct investments in 
projects or companies to 
generate returns.

Low-interest loans with 
favourable terms.

Risk mitigation instruments 
to encourage private sector 
investment.

*Minimum Concessional Funding*



Relevant PSF Financing Principles

Blending

Combining GCF concessional finance 
with other public or private capital 
to improve a project’s risk-return 
profile.

Purpose: Reduce perceived risk and 
make projects more attractive to 
commercial investors.

Example: GCF provides first-loss 
equity in a renewable energy fund, 
encouraging commercial banks to 
co-invest with senior loans.

Crowding In

Using GCF support to mobilize 
additional private sector finance 
that would not have been invested 
otherwise.

Purpose: Expand the scale and 
impact of climate investments 
through private co-financing.

Example: A GCF-backed guarantee 
facility enables local banks to lend to 
MSMEs for energy efficiency 
upgrades.

Avoiding Crowding Out

Ensuring GCF funds do not displace 
or replace existing commercial or 
public financing sources.

Purpose: Preserve market dynamics 
and prioritize use of GCF resources 
where investment gaps exist.

Example: GCF avoids funding a solar 
farm already viable through market-
rate commercial financing, 
redirecting funds to higher-risk mini-
grid projects in rural areas.



PSF Product Clusters

PRIVATE EQUITY FUNDS FINANCIAL INSTITUTIONS

▪ Extend credit lines to local FIs to finance 
mitigation and adaptation projects.

▪ Increase access to green finance for MSMEs 
with risk sharing facilities.

▪ Provide readiness support to green the 
financial sector by promoting sustainable 
finance.

▪ Establish green banks.

▪ Supporting first-time fund managers in 
technology, early equity and adaptation 
funds.

▪ Encouraging early-equity investment in 
underserved geographic regions where 
equity is not traditional.

▪ Spurring local innovation & global 
accelerators in countries with high 
innovation.

▪ Launch successful adaptation funds.



Private Sector Roles

1Accredited Entity

• Private sector entities may be accredited to implement 

and oversee GCF-funded projects and programs.
• They receive GCF funds and implement projects.

2 Beneficiary
• Businesses and MSMEs may benefit directly from 

GCF-financed technical or financial support.
• They gain access to green technologies, climate-

resilient infrastructure, or concessional financing.3Executing Entity

• Private companies may implement project activities 

on behalf of an AE.
• Responsible for delivering outputs such as renewable 

installations, insurance schemes, or WASH services.
4 Co-Funders

• Private sector actors may contribute equity, loans, or 

guarantees to GCF-funded projects.
• Their investment enhances project scale, credibility, 

and sustainability.

5

Sub-Contractor

• Private sector entities hired to provide specialized services, 

technology, or infrastructure under a GCF project.
• Examples include engineering firms, software developers, or 

equipment suppliers.



PSF Application Process

Informal Talk: Pitch an idea that supports the target developing country’s climate action plans and priorities.

Accreditation: If not already accredited, you will need to partner with an Accredited Entity or seek accreditation 
yourself.

Country Engagement: Engage with the country NDA to ensure your idea aligns with their country's needs and priorities. 

Concept Note: Turn your idea into a Concept Note – GCF will provide preliminary feedback.

No-Objection Letter: Show beneficiary countries are fully on-board by obtaining No-Objection Letters.

Funding Proposal: Following GCF in-principal approval of the project idea, submit a full funding proposal. 

Appraisal: GCF and iTAP will review the proposal in more detail.

Board Approval: The project goes to the GCF Board for decision.

Legal Agreement: Once approved, GCF will sign a Funded Activity Agreement with the Entity.

Implementation: Project Implementation, monitoring, and reporting commence.
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Case Studies
FP095 by The Agence Française de développement (AFD). The multi-country program focuses on energy efficiency, 
renewables, water, and forestry. The program offers credit lines to scale up private sector climate finance. It also offers 
grants for technical assistance and capacity building.
GCF provided $209m in senior/subordinated loans, and $31m in grants, whereas AFD provided $406m in senior loans, 
and $7m in grants. The AFD and GCF credit lines will also mobilize funding from local banks and equity investments 
from private end-borrowers. Local banks will provide additional loan amounts (20% of the value of the credit lines) to 
end-borrowers, while end-borrowers are anticipated to put in 30% of the value of the credit lines in equity. (“LFP” – 
Local Financial Partners).



Case Studies

FP099 (Climate Investor One) by FMO. CIOne, a blended finance program for renewable power across multiple 
countries. The program finances early-stage development, construction, and operational phases for renewable energy 
projects. It does so via loans (to fund the early stage development) and equity (for the construction stage). Cashflows 
received (via repayment of loans or company exits once operational) are to be allocated to a “refinancing fund” that will 
reinvest the money in additional projects via senior debt. 



Case Studies

FP025 (EBRD SEFF); FP086 (EBRD Green Cities Facilities); FP140 (EBRD High Impact)

▪ FP025 uses on-lending to provide credit lines to local financial institutions so that they can lend to 
businesses and households interested in investing energy efficiency, renewable energy and climate 
resilience. 

▪ FP086 uses grants and concessional financing (i.e., senior loans) to encourage more ambitious investments 
and innovative solutions in urban infrastructure in six sectors: low-carbon and climate resilient buildings, 
water and wastewater, solid waste, urban transport, municipal energy systems (district heating / cooling) 
and street lighting.

▪ FP140 uses an innovative concessional financing mechanism to facilitate the uptake of high-impact climate 
technologies in addition to promoting the uptake of corporate climate governance practices. The financing 
mechanism used in FP140 links the interest rate on loans to financial performance, as well as climate and 
corporate governance performance – the greater the climate and corporate governance performance, the 
lower the interest rate paid by the borrower.



THE END 
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