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Malaysia’s climate finance

From access
to delivery.

Malaysia’s climate-finance strategy needs to connect funding opportun-
ities with projects that can deliver. The next step is to identify what each
project needs to proceed, choose the right financing structure and test
how it holds up under pressure.

Dr. Izzatullah Mustafa / 8 September 2026

Start with the project

Choose an access route around a credible pipeline. Compare direct accreditation with the
capabilities, costs and constraints of existing partners.

Test the financial resilience

Examine cash flow under stress, then test how alternative assumptions change the estimated
risk. A probability is only as useful as the assumptions behind it.

Measure what reaches delivery

Track requests, approvals, commitments and payments separately. Assess climate results
once there is evidence of what the financed activity achieved.
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Start with the financing question

Consider a Malaysian institution deciding how to spend its next ringgit on
climate-project development. It could build the capability to apply directly to an
international fund, work through an existing partner, or help a promising project
resolve the concerns holding investors back. Each choice could be worthwhile.
The challenge is knowing which one will move a real project closer to financing.

That decision requires more than a list of available funds. It requires a clear
view of the projects in the pipeline, the obstacle facing each one and the financial
terms under which it can succeed. For Malaysia, the practical task is to connect
access, preparation and capital structure, then track whether those choices lead
to delivery.

Malaysia’s ambition is substantial. The National Energy Transition Roadmap
(NETR) estimates RM1.2-1.3 trillion of investment through 2050. That figure
describes energy-transition investment, rather than an external financing gap.
The World Bank’s 2026 Malaysia Country Climate and Development Report takes
a broader view, covering incremental mitigation and adaptation investment
over 2025-2050, including infrastructure retrofits. The two estimates answer
different questions; adding them would obscure the scale each is intended to
describe.l, 2

Before asking how much of the national need a funding channel can meet, put
both sides of the comparison on the same basis. They must cover compatible sec-
tors and years, use consistent currency and price assumptions, and distinguish
total investment from additional investment. They must also count finance at the
same stage. An approved regional fund cannot be treated as money received by
Malaysia.

EXHIBIT 1

Three numbers. Three different questions.

RM1.2-1.3 trillion NETR investment requirement through 2050
How much energy-transition investment is envisaged?

US$60 million GCF equity in the published FP296 financing structure
What is GCF’s stated contribution to this regional programme?

RM1.73 billion Financing sought by CFIL’s second cohort of 22 projects
What demand is in this selected project pipeline?

Sources: NETR; GCF FP296 detailed financing; BNM/SC, 13 August 2026. Estimates, programme fin-

ancing and project requests are separate measures.!, 3, 4

The size of a contribution is only one part of its value. A relatively small amount
of capital could help a viable project proceed if its terms address a risk that
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other investors cannot accept. To establish that effect, examine the actual terms,
the alternatives available and the investment that follows. The presence of
co-financing alone cannot show what the public contribution made possible.

Start with a project, a financing obstacle and a decision that
can move it forward.

Follow the money through each stage

A regional programme shows why these distinctions matter. The Green Climate
Fund (GCF) approved FP296, Navis Decarbonization Fund I, on 28 March 2026
for a programme targeting Indonesia, Malaysia, the Philippines and Thailand. Its
published financing breakdown lists US$60 million of GCF equity and US$240
million of co-financing.?

EXHIBIT 2

An approved regional structure

US$60m US$240m

GCF equity Co-financing

Published FP296 financing: US$300m total. This exhibit does not show Malaysian allocation, money
paid or realised mobilisation. Source: GCF detailed financing breakdown.?

The project record also lists a legal-opinion milestone on 15 July 2026. Together,
these dated events establish progress through the programme’s approval process.
They do not establish how much was allocated to Malaysia or whether a Malaysian
investment received payment. The page’s inconsistent elapsed-day counter also
limits its usefulness as a statement of current implementation status.?

A project owner therefore needs to look beyond the programme announcement.
Does the project fit the investment mandate? Who decides whether to invest?
What due diligence remains, and which conditions must be met before commit-
ment and payment? Answers to those questions determine the work still ahead.

The same logic should shape institutional reporting. Record the amount reques-
ted, approved, committed and paid, with a date, an accountable party and evid-
ence for each stage. Then follow the money into its intended use and measured
results. The legal sequence may differ across transactions, but the distinction
between a promise and a payment remains essential.
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One further question deserves its own assessment: did the public contribution
attract investment that would otherwise have stayed away? The co-financing
shown in a programme’s structure cannot answer that. Establishing additional
investment requires evidence about what financiers would have done without the
support.

An undisclosed paymentis an unknown, not evidence of suc-
cess or failure.

Make accreditation a portfolio decision

Once the potential projects and funding routes are clear, an institution can make
a more useful decision about accreditation. Direct accreditation may build last-
ing capability and give it greater control over project origination. An existing
accredited partner offers another route, with its own capabilities and constraints.
The choice should turn on the work the institution expects to undertake.

For GCF, that comparison needs to reflect the framework effective from 31 Oc-
tober 2025, subject to transitional arrangements. It removes the fixed accredit-
ation term. Operational guidance describes two application cycles a year and a
nine-month review by the Secretariat and Accreditation Panel, excluding applic-
ant response time. The nine months cover that review stage; they do not predict
the total time to accreditation, project approval or payment.®, ¢, 7

Past experience still matters, but it needs careful interpretation. An accredited
entity without an approved project may be unsuccessful, still preparing a
proposal or awaiting a decision. A snapshot cannot tell us which. Comparing
routes requires histories that include pending, rejected and withdrawn cases,
with enough follow-up to understand what happened.

Before committing substantial resources, ask three questions. Is there a credible
pipeline that will use the capability repeatedly? How does the full cost of building
and maintaining it compare with a partner’s fees and constraints? And what ad-
ditional control or project coverage would direct accreditation provide? Include
fiduciary duties, safeguards and monitoring in that assessment; the responsibil-
ities continue after access has been secured.

The answer need not be an exclusive choice. An institution with recurring de-
mand and suitable capability may pursue direct accreditation while selected pro-
jects proceed through partners. A smaller or uncertain pipeline may justify start-
ing with a partnership. The evidence reviewed here does not establish which
route would be faster or cheaper for a particular Malaysian institution.
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Eligibility also needs to be checked fund by fund. GCF’s governing instrument
makes developing-country Parties eligible and does not specify automatic exclu-
sion at the World Bank’s high-income threshold. Other programmes have their
own rules, and income may affect their terms or allocation decisions.®

An access route earns its value through the projects it can
serve.

Give preparation a measurable job

An access route is valuable only if there are projects ready to use it. Preparation
should therefore have a specific job: resolve an uncertainty or requirement that
stands in the way of an investment decision. More studies and better documents
are useful when they change what a financier can confidently assess.

Malaysia’s Climate Finance Innovation Lab (CFIL) offers a useful starting point for
examining that progress. In its account dated 30 July 2026, Bank Pembangunan
Malaysia Berhad (BPMB) reported 23 projects in the inaugural cohort seeking
approximately RM3.47 billion, with 15 participating in the accelerator. One pro-
ject subsequently secured an international grant. The announcement does not
disclose the amount, payment status or how much the programme contributed
to the outcome.’

The next cohort provides another opportunity to learn. A joint statement from
Bank Negara Malaysia and the Securities Commission on 13 August 2026 repor-
ted 22 projects seeking RM1.73 billion, with accelerator support planned. Thatis
a measure of demand in a selected pipeline. Tracking what happens next would
turn it into a more useful account of financing progress.*

Programme managers can begin before support starts. For each project, record
the finance sought, offers already available, unresolved requirements, respons-
ible owner and development stage. Then track the support provided and the
investor’s response. A project that proceeds, stalls or withdraws should leave a
record of why, so the next round of preparation can address what actually mat-
ters.
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EXHIBIT 3

Give each preparation task a financing purpose

Uncertain cash flow Test revenue, operating costs and downside resilience.
Would better evidence change the investor’s terms or decision?

Unclear climate contribu-  Specify the baseline, method and verification needed.
tion Does the evidence meet the intended instrument’s require-
ments?

Unresolved execution risk  Resolve ownership, permits, safeguards or delivery capabil-
ity.
Which condition can be cleared, and who can clear it?

Andi’s proposed diagnostic: examples to discuss with project owners and financiers, rather than find-
ings about the CFIL cohort.

Those records would improve management immediately and provide a basis for
evaluating impact. A credible evaluation would also compare suitable projects,
account for selection and follow-up, and examine the experience of applicants
and financiers. The documentary evidence used here cannot establish prepara-
tion’s effect; the reported grant should not be converted into a programme suc-
cess rate.

Match capital to the constraint

Preparation may reveal a problem that better documentation cannot solve. A
project could lack a dependable repayment source, expose investors to a risk they
cannot hold, or create public benefits without enough revenue from users. Each
requires a different financing response.

NETR distinguishes commercially viable projects from those needing additional
financing support. The World Bank’s 2026 report also points to a combination
of public resources, domestic private participation and external finance, while
highlighting the challenge of bankability. These diagnoses support considering
several instruments. The project’s economics must determine which combina-
tion is appropriate.’, 2
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EXHIBIT 4

Select the instrument after diagnosing the obstacle

Credible commercial Compare commercial debt or equity terms.

repayment Test affordability, tenor, currency exposure and downside resili-
ence.

Viable purpose; specific Examine targeted guarantees, concessional capital or patient

risk or funding mismatch equity.
Test whether the support resolves that mismatch, and what risk
remains public.

Public benefits; insuffi- Examine budget funding, grants or an explicit public payment
cient project revenue mechanism.
Demonstrate public value, delivery capacity and long-term af-
fordability.

Andi’s conditional decision framework. Categories can overlap; instrument eligibility, pricing and trans-
action terms require case-specific assessment.

The evidence a financier needs should be equally specific. Measurement,
reporting and verification (MRV) can serve a lender’s emissions covenant, a
fund’s climate-impact assessment or a national carbon-pricing system. These
purposes do not necessarily require the same data or authority. Before commis-
sioning more work, establish what must be demonstrated and who can accept
the evidence.

In a parliamentary answer dated 12 March 2026, Malaysia’s environment min-
istry described MRV as a foundation for planned carbon-pricing instruments.
That statement does not make one national law a prerequisite for all commer-
cial climate finance. This analysis does not establish subsequent enactment or
commencement; where a transaction depends on a legal change, its status must
be checked against the specific requirement.©

Stress-test the financing structure

Choosing an instrument is only the beginning. The next question is whether the
project can meet its obligations when cash flow disappoints. Consider a hypo-
thetical RM100m project funded by RM70m of debt and RM30m of equity. Its ref-
erence annual cash available for debt service (CFADS) is RM15m, after operating
expenses, taxes and required operating investment but before loan payments.
These inputs are illustrative assumptions, not observations of a Malaysian pro-
ject.tt

Compare two ways of financing the same project. The first uses RM70m of com-
mercial debt at 7% over ten years. The second combines RM50m on those terms
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with RM20m at 3% over fifteen years. Both use fixed rates and fully amortising
annual payments, with the first payment after one year and no grace period or
balloon. The cheaper, longer loan replaces part of the commercial debt; it sup-
plies no additional upfront capital.

During years 1-10, the mixed structure reduces annual debt service from
RM9.97m to RM8.79m. Dividing CFADS by the scheduled payment gives the
debt-service coverage ratio (DSCR). At 1.0, cash just covers the payment. We use
1.2 as an illustrative coverage requirement, allowing a margin above scheduled
debt service; it is not a universal lender covenant.!?

EXHIBIT 5

How much cash-flow pressure can each structure absorb?

Reference CFADS: RM15m
Commercial DSCR 1.505; mixed DSCR 1.706.

20% cash-flow decline CFADS: RM12m
Commercial DSCR 1.204; mixed DSCR 1.365.

40% cash-flow decline CFADS: RM9m
Commercial DSCR 0.903; mixed DSCR 1.023.

Source: Andi illustrative model SIMO1. Representative year during years 1-10; no scenario probabilit-
ies assigned. “Mixed” includes the assumed patient tranche.*!

The difference becomes clearer under stress. If cash flow falls by 40%, the com-
mercial structure has a RM0.97m cash shortfall. The mixed structure can still
make its payment, but only RM0.21m remains. Both fall below the 1.2 coverage
requirement. Better financing terms provide breathing room while leaving the
underlying operating risk in place.'!

A decision-maker can turn that result into a practical threshold. Maintaining
coverage of 1.2 requires annual CFADS of RM11.96m under the commercial struc-
ture or RM10.55m under the mixed structure. Against the RM15m reference,
those levels allow declines 0f 20.3% and 29.6%, respectively. The question for the
project team is whether the remaining margin is adequate for the risks it faces.!!

Test the probability assumptions

Stress scenarios show what happens at selected points. Simulation asks how
often an outcome occurs within a specified set of assumptions. For each of three
cash-flow distributions, we simulate 100,000 outcomes for a representative year
during years 1-10. Both financing structures receive the same cash-flow shock
in each draw, so the comparison isolates the effect of their payment schedules.'!
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In every distribution, annual CFADS equals RM15m multiplied by X, which
ranges from 0.55 to 1.15. Distribution A is triangular, with its most likely
value at 1.00; B is triangular, with its most likely value at 0.85; C is uniform,
giving equal probability density across the range. These choices produce mean
annual cash flows of RM13.50m for A and RM12.75m for B and C. The RM15m
reference is therefore not the expected cash flow. Comparing B with C changes
the distribution’s shape while holding its range and mean constant; comparisons
with A also change the mean.!

EXHIBIT 6

Simulated coverage below the 1.2 threshold

Hll Commercial only
V7221 Commercial + patient tranche

A/ Triangular [ N DD 22.6%
Mode 1.00 77/} 8.8%

B/ Triangular _ 34.0%
Mode 0.85 ) 13.0%

I /1%
C/ Uniform o ’
7 7] 25.6%
0% 25% 50% 75% 100%

Simulated draws with DSCR below 1.2

Source: Andi illustrative model SIM0O1; 100,000 draws per distribution, seed 20260908, common
inverse-CDF random draws. One-year conditional frequencies, not empirical default probabilities or
policy confidence.*

The mixed structure has fewer outcomes below the coverage requirement in all
three cases, as its lower scheduled payment would suggest. But the size of the
estimated risk changes considerably with the distribution. Running more draws
makes the calculation more precise; it cannot tell us which assumptions describe
areal project.

That is the value of testing several assumptions. It shows both what the financing
structure changes and how much the risk estimate depends on the view of cash
flow. For an actual financing decision, replace the illustrative inputs with pro-
ject records, revenue contracts, operating obligations and lender terms. Where
evidence is incomplete, document expert judgments and test shared sources of
downside risk. The example does not determine the availability or appropriate
subsidy cost of patient capital.
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Measure the shortfall and the debt tail

The chance of a shortfall is only half the question. Its size matters too. The exhibit
pairs the simulated frequency of cash falling below scheduled debt service with
the average cash shortfall in the 5,000 draws with the lowest cash flow. Any zero
shortfalls in that group remain in the average. This measures the project’s cash
gap, rather than the lender’s eventual loss after recoveries.!!

EXHIBIT 7

One-year shortfall frequency and severity

A / Triangular, mode 1.00 DSCR below 1.0: 4.9% / 0.5%
Mean shortfall in worst 5%: RM0.56m / RM0.02m.

B / Triangular, mode 0.85 DSCR below 1.0: 7.3% / 0.8%
Mean shortfall in worst 5%: RM0.77m / RM0.03m.

C / Uniform DSCR below 1.0: 19.1% / 6.1%
Mean shortfall in worst 5%: RM1.49m / RM0.32m.

Commercial / mixed, in that order. Same illustrative distributions and 100,000 draws as the preceding
exhibit; worst 5% is a chosen tail summary.1?

There is also a trade-off beyond the first decade. Commercial debt is fully repaid
by year 10, while the mixed structure still has RM7.67m of principal outstanding
and requires annual payments of RM1.68m in years 11-15. Lower near-term
payments leave obligations for later. The simulation covers a representative year,
not a sequence of cash flows over the project’s life, so its frequencies cannot be
compounded into lifetime default probabilities.*

Calculation specification

Pr P
AP = Ty AR =4

P is principal, r the annual interest fraction and n the number of payments. Sum

active tranche payments to obtain annual debt service D. With C = 15X, DSCR =
C/D and cash shortfall = max(D - C, 0), in RM million.

To make the calculation reproducible, the simulation uses Python’s Mersenne
Twister, inverse-CDF transforms and a common random stream across the three
distributions. Simulated threshold frequencies were checked against the exact
distribution at TD/15, with T equal to 1.0 or 1.2. Payment schedules and cash-
shortfall calculations were checked separately.

Before using such a model for a financing commitment, extend it to the risks and
terms of the actual transaction. This illustration excludes construction delays,
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fees, reserve accounts, remedies, refinancing, and uncertain interest rates or
exchange rates. It also assumes patient capital is available and does not value
its public subsidy cost. Those omissions matter to the final choice, even though
the model is sufficient to show how repayment terms affect coverage.

A practical agenda for decision-makers

These findings suggest a practical starting point for Malaysian institutions: take
a manageable group of projects and connect each development expense to a fin-
ancing decision. A definitive national ranking of obstacles is not needed to begin.
What is needed is an accountable owner, a clear next step and evidence that will
show whether the step was worthwhile.

EXHIBIT 8

Six decisions before the next funding commitment

1 / Define the outcome The project owner sets the climate and financial objectives,
funding need and decision date.

2 / Identify the obstacle The deal team establishes the next unresolved requirement with
the relevant financier or approving body.

3 / Compare the routes The finance lead assesses potential partners, direct accredita-
tion and capital instruments against the same project facts.

4 [/ Fund the next step The sponsor assigns a preparation budget and an accountable
owner, with a condition for stopping or redesigning the work.

5 / Verify the progress The responsible team records approval, commitment and pay-
ment separately, with dated evidence for each.

6 / Learn across projects The portfolio lead compares progress, costs and reasons for
delay, including abandoned and unsuccessful cases.

Andi’s proposed sequence. Institutions should adapt the roles and responsibilities to their mandate
and resources.

The resulting record should be allowed to change the strategy. If well-prepared,
otherwise viable projects repeatedly stall at an access requirement, invest in the
relevant route or capability. If suitable financiers keep asking for the same miss-
ing evidence, improve preparation. If projects remain financially unviable des-
pite good preparation, reconsider their capital structure, the public contribution
or the project itself.

Interpret progress in the context of the projects selected. A more difficult cohort
may move slowly even when support improves; an easier cohort may produce
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more approvals without better support. Reviewing costs, delays and unsuccess-
ful cases alongside completed deals will make the next allocation of development
effort better informed.

For the board, the immediate decision is where to commit the next increment of
time and money, why it should help, and what would warrant a change of course.
A climate-finance strategy becomes useful when it can answer those questions
for the projects it is meant to serve.

Research basis and limitations

This analysis draws on public documents available to the research process by 8
September 2026: Malaysia’s NETR, the World Bank’s country report, GCF policy
and project records, Malaysian regulator and programme statements, and a
dated parliamentary answer. Sources were selected to examine financing scale,
access, preparation and delivery. The research is exploratory and does not cover
every climate-finance transaction.

Records from the same institution or programme are related evidence, not inde-
pendent confirmations. Programme announcements describe demand, design
or reported progress; they do not necessarily establish payment or impact. No
field interviews, empirical dataset of project financing outcomes or causal eval-
uation was undertaken. The World Bank’s investment framework is cited as its
analysis and was not independently replicated.

The scenario and Monte Carlo model is a separate illustration of financing mech-
anics under stated assumptions. It does not forecast Malaysian funding volumes,
estimate empirical default probabilities or establish which national constraint
matters most. Project outcomes across access routes, regional allocations and
payments, preparation effects, comparative institutional costs and transaction-
specific legal requirements remain questions for further investigation.

Al tools assisted the research and drafting. Sources and calculations were
checked during preparation; the report has not undergone independent external
peer review. The PDF and website present the same analysis.

What is at stake in your financing decision?

Andi helps capital owners, companies and institutions assess project economics,
financing choices and the evidence required to proceed.

Talk to Andi

© 2026 Andi. ANDI-2026-001
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Sources

Sources underpinning the analysis. Publication dates and locators distinguish documents from the
events they describe. Links checked on 8 September 2026.

10.

11.

. National Energy Transition Roadmap (NETR). Ministry of Economy, Malaysia. 2023-08-29.

Section 4, Socioeconomic Outcomes; Section 7, Financing and Investments, Estimation of
investment needs (printed p. 57).

. Malaysia Country Climate and Development Report. World Bank Group. 2026-05-18.

Chapter 6, section 6.1; Table 6.1, footnote 38 and Figure 6.1, printed pp. 74-75.

. FP296: Navis Decarbonization Fund I. Green Climate Fund. accessed 2026-09-08.

Project timeline, detailed financing rows and country list.

. Joint Statement: Updates from the 17th JC3 Meeting. Bank Negara Malaysia and Securities

Commission Malaysia. 2026-08-13.
Paragraph on CFIL second cohort.

. Accreditation Framework of the Green Climate Fund. Green Climate Fund. adopted July 2025.

Paragraphs 61-63, 79 and 82-85.

. Policies: Accreditation. Green Climate Fund. accessed 2026-09-08.

Accreditation Framework entry and retired framework entry.

. Accreditation. Green Climate Fund. accessed 2026-09-08.

Key enhancements under the RAF; Two accreditation cycles per year.

. Governing Instrument for the Green Climate Fund. Green Climate Fund / UNFCCC Conference

of the Parties. 2011-12-11.
Paragraphs 35, 45 and 47-49.

. BPMB strengthens Malaysia’s climate finance ecosystem with second cohort of Climate Fin-

ance Innovation Lab. Bank Pembangunan Malaysia Berhad. 2026-07-30.
Building on the Success of the Inaugural Cohort; Expanding Collaboration; Advancing the Next
Phase.

Dewan Negara question 40: National Climate Change Bill and carbon pricing. Ministry of
Natural Resources and Environmental Sustainability, Malaysia. answer dated 2026-03-12.
Question 40; answer parts (a) and (b).

Andiillustrative financing model SIMO1. Andi. 2026-09-08.
Assumptions, scenarios, distributions and calculation specification in this report; hypothetical
inputs, no empirical calibration.
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