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Introduction

As climate change progresses, its devastating impact on
people’s lives and livelihoods is becoming increasingly
apparent. Recent examples include the destructive
monsoon-related floods in Pakistan (World Weather
Attribution, 2022) and floods and landslides on the
islands of Java and Sulawesi in Indonesia (Floodlist,
2022). As the recent IPCC Sixth Assessment Report of
Working Group Il states, (see figure 1) climate change
‘has led to widespread adverse impacts and related
losses and damages to nature and people’ (IPCC, 2022).
The likelihood that global warming will reach or even
exceed 1.5°C in the near future, even for the lowest
greenhouse gases (GHG) emissions scenario, is more
than fifty per cent; the higher the temperature increase,
the greater the impacts of climate change, and the
greater the losses and damages (see figure 2). This
development is reflected in the international climate
negotiations, where Loss and Damage has become an
increasingly important issue, culminating in the decision
at COP27 to establish a Loss and Damage Fund and
related funding arrangements.
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Jungle vegetation in Aru islands, Papua, Indonesia

As an archipelago, Indonesia is particularly vulnerable to
the impacts of climate change, and associated Loss and
Damage. As climate change progresses, extreme
weather events, such as prolonged droughts, increased
rainfall, and flooding, will become more frequent. The
country will also be affected by slow-onset events, such
as sea level rise, which could flood parts of the country,
including Jakarta Bay, Pekalongan, among others. These
events will lead to an increase in losses and damages,
making the issue, And how to minimise, avert and
address it an important policy area for Indonesia (Sari &
Indriyari,2015).

This policy brief addresses Loss and Damage in the
Indonesian context. It begins by explaining the concept of
Loss and Damage and providing an overview of its history
within the UNFCCC. It then looks at Loss and Damage in
the Indonesian context. Finally, it provides an overview of
Loss and Damage financing options.
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(a) Observed impacts of climate change on ecosystem
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Climate Change Impact on several ecosystems and human systems around the world
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(b) Observed impacts of climate change on human systems
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COMPARING RISKS FROM RISING TEMPERATURES:

EXPLAINING THE IPCC’S WORKING GROUP Il REPORT (AR6)
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Figure 3 Climate change risk compared to the temperature rise (WRI 2021)

projections correspond to SSP1-1.9, SSP1-2.6, SSP2-4.5, which are roughly approximate to global warming of 1.5°C, 2°C and 3°C, respectively.
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Loss and Damage due
to Climate Change

The concept of Loss and Damage, as seen in Figure 3,
encompasses losses and damages caused by the
impacts of climate change. Because Loss and Damage is
highly contested and has implications for the liability and
compensation debate, there is no official definition under
the UNFCCC, rather various interpretations (Calliari et al.
2020; Benjamin et al. 2018). Additionally, Warner and Van
der Geest (2013) describe it as ‘the adverse impacts of
climate variability that humans have been unable to cope
with or adaptto,.

The two drivers of Loss and Damage are extreme weather
events and slow-onset events. According to the UNFCCC
(2018a), extreme weather events include droughts,
tropical storms, and altered precipitation, while slow-
onset events include coral bleaching, sea level rise, and
ocean acidification. Unfortunately, current research
focuses mainly on coping with extreme weather events,
while slow-onset events tend to be neglected (Schéfer,
Jorks, Seck, 2021).

Generally, Loss and Damage can be divided into two
categories: economic and non-economic. Economic
losses and damages are characterised by a loss of or
damage to monetary value and are associated with
income or productivity (Boyd etal.,2021), such as the loss
of income or the loss of or damage to infrastructure. In
contrast, non-economic losses and damages involve
intangible or tangible assets that cannot be sold in
markets. They are often of significant value to individuals
or communities (McNamara, 2021) and may include
losses of or damages to territory, cultural heritage,
traditional knowledge, or biodiversity (Hug, 2022). Both
categories can have far-reaching impacts on ecosystems
and the lives and livelihoods of people. Loss and Damage
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The flooded street in the heart of Jakarta city, Indonesia.

is, for example, closely connected to food and water
insecurity (World Food Programme, 2014; Singh et al.,
2021), displacement, migration (Thomas & Benjamin,
2019; McNamara, Westoby, Chandra, 2020), mental
health problems (Hug, 2022), and negative impacts on
development (Heinrich Boll Stiftung, 2021).

While all countries are and will be affected by climate
impacts, the impacts will be particularly severe for
countries in the Global South, where they threaten to
exacerbate existing inequalities and poverty (Schéfer,
Jorks, Seck, 2021). This makes the topic of Loss and
Damage also a topic of climate justice and explains its
contentiousness within the UNFCCC negotiations.
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ADDRESSING LOSS AND DAMAGE
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Figure 4
An approach to addressing Loss and Damage (UNFCCC Secretariat, 2019)
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Loss and Damage within the UNFCCC Negotiations

Loss and damage first emerged at the founding
conference of the UNFCCC in 1991. There, the Alliance of
Small Island States (AOSIS) proposed an insurance pool
to compensate Small Island Developing States (SIDS)
and low-lying developing countries for sea-level rise.
Although this proposal was rejected by the Global North
(Calliari et al., 2019), it laid the groundwork for
discussions on Loss and damage in the context of the
climate negotiations. After this initial proposal, Loss and
Damage repeatedly found its way into the negotiations,
but it was not until COP13 that it successfully emerged on
a broader platform as part of the Bali Action Plan. This
plan stemmed from the fourth IPCC report, which found
that Loss and Damage could no longer be avoided. Within
the Bali Plan, the first official reference to Loss and
Damage was made as part of enhancing adaptation
action (Boydetal.,2021).

At COP16, Loss and Damage officially became part of the
negotiations with the implementation of a Subsidiary
Body for Implementation Work Programme on Loss and
Damage, which included a risk assessment, notions of
how Loss and Damage should be approached, and the
role of the Convention within it (Kempa et al., 2021; Boyd
et al, 2021). Subsequently, at COP 18, institutional
arrangements were made (Kempaetal.,2021).

At COP19, the Warsaw International Mechanism on Loss
and Damage (WIM) and its Executive Committee
(ExCom) were established. The WIM was introduced to
address Loss and Damage, while the ExCom was
mandated to lead the implementation of the WIM (Kiinzel
et al, 2017). However, the WIM did not include a
compensation or funding mechanism for Loss and
Damage. It simply provided the framework for vulnerable
developing countries to promote further action to
address Loss and Damage (Ohdedar, 2016).

The next major step for Loss and Damage was achieved
at COP21 with the adoption of the Paris Agreement, which
included Article 8, on Loss and Damage. The inclusion of
Loss and Damage in the Paris Agreement can be seen as
a milestone, as Article 8 officially institutionalised Loss
and Damage within the UNFCCC, de facto establishing it
as the third pillar of climate negotiations, alongside
mitigation and adaptation (Kiinzel et al., 2017). However,
the article was agreed upon under conditions that
explicitly exclude compensation and liability (Decision
1/CP21, para. 51) and do not include decisions on L&D
financing.

COP13

Consideration of means
to address loss & damage
introduced

Intergovernmental
Negotiating Committee

Loss & damage first
introduced by Vanuatu
in a proposal on behaif
of the Alliance of Small

Islands States

Setting up institutional arrangements
& launching technical work

. Catalyzing support

. Introduction
. Initial Scoping

COP 16 COP19
SBI Work Programme Warsaw International
established Mechanism & its Executive

Committee established

i G
L x L  « [

COP 30

Warsaw International
Mechanism 3rd review
planned

COP 27

Institutional arrangement
of the Santiago Network
to be finalized

Figure 5 The Loss and Damage road map history under UNFCCC (Bhandari, 2022)
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Thereafter, in 2019 (COP25), the Santiago Network on
Loss and Damage (SNLD) was established to accelerate
technical support for averting, minimising and
addressing Loss and Damage. Two years later, at COP26
in Glasgow, the tasks of the SNLD were agreed upon and
Parties were invited to make proposals on technical
aspects of SNLD implementation, such as operational
aspects and structure. The issue of Loss and Damage
financing was also strongly emphasised in Glasgow, with
the G77 and China calling for the establishment of a Loss
and Damage Finance Facility (LDFF), which was strongly
opposed by the countries of the Global North. Instead, the
parties agreed to hold a dialogue to discuss Loss and
Damage financing, the Glasgow Dialogue (Schwarz et al.,
2021). The Glasgow Dialogue was first held in June 2022
at the 56th session of the UNFCCC Subsidiary Bodies
(SB) in Bonn, Germany. The next Glasgow Dialogue will be
held in June 2023 at the 58th SB. In addition to
establishing the Glasgow Dialogue, Scotland became the
first Global North actor to commit £2 million to Loss and
Damage. This was followed by isolated bilateral
commitments from philanthropies and the Walloon
government, which pledged USD 3 million and USD 1
million, respectively (Schalatek & Roberts, 2021). These
pledges put pressure on the Global North to pledge
funding for Loss and Damage, although this did not
happen until ayear later,at COP 27.

———————y Y el == LY.

COP 20 COP 21
Initial 2-year Loss and damage anchored
Workplan Approved in the Paris Agreement

Task Force on Displacement
established

COP 26

COP 25

Warsaw International
Mechanism 2" review
conducted Santiago
Network established

Functions of the Santiago
Network agreed

Glasgow
Dialogue on funding for loss
& damage established

COP27, held in December 2022, marked a breakthrough
for Loss and Damage. First, after continued pressure
from the G77, China, and international civil society, it was
the first time that Loss and Damage was put on the
agenda. Second, due to the persistence and unity of the
G77 and China, and the late, but influential, support from
the EU, the parties agreed to establish a fund and related
funding arrangements for responding to Loss and
Damage. A Transitional Committee was established to
discuss the establishment of the fund and funding
arrangements in three meetings throughout 2023 and
reportbackto Parties at COP28.

In addition to the formal negotiations at COP27, there
were also been bilateral pledges, for example from Spain,
the UK and Belgium, to fund Loss and Damage, as well as
international initiatives such as the Vulnerable 20/G7
Global Shield Against Climate Risks initiative. The Global
Shield aims to improve the coordination of the Global
Climate and Disaster Risk Financing and Insurance
architecture (Germanwatch, 2022). Besides the financing
aspect of Loss and Damage, the Parties did successfully
operationalized the SNLD. However, the host of the SNLD
will not be decided until the SB in June 2023. At COP28,
Parties will have the difficult task of putting the Fund and
the funding arrangements into practice, as negotiations
will now shift to more granular issues (Germanwatch,
2022).

COP 22

Warsaw International
Mechanism 1%
review conducted

coP 23

Fiji Clearinghouse for
Risk Transfer launched
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Loss and Damage in Indonesia

Indonesia is particularly vulnerable to the impacts of climate change, and associated Loss and Damage. The
damage is very notable in the last decade as the total Loss and Damage caused by climate change-related
calamities in 2015 are around 20 times greater than the Loss and Damage caused by natural disastersin 2018

(Sopaheluwakan, 2022).
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Figure 6 Loss and Damage figures between 2015 and 2018 in Indonesia

Indonesia's Meteorological, Climatological, and
Geophysical Agency (BMKG) has projected Indonesia's
climate for an extended period. As of 2023, the annual
temperatureriseinIndonesiais 1°C on average. However,
according to the projection, the temperature rise might
exceed 3°C in 2100. Indonesia may also experience high
rainfall and drought at the same time (Sopaheluwakan,
2022). The possible impacts of these changes must be
considered in Indonesia's long-term development plan.
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Three sample cases of climate change
impacts below show the importance of Loss
and Damage in the Indonesian context: They
are the sea level rise in Pekalongan, Seroja
Cyclone in East Nusa Tenggara, and various
problems in the national electricity supply.



) Impacts of sea-level rise and flooding

in Pekalongan, north Java

Pekalongan, located on the northern coast of Java, has a
population of 1.2 million and a considerable flood risk.
Historical data shows that there has been high climate
variability in Pekalongan for the last several decades,
such as a change in rainfall patterns and more frequent
floods (Syam et al., 2021). Pekalongan experiences high
precipitation, which is more intense and prolonged, and
occurs during the drought season, a significant change in
this region.. The sea level increase reaches 5 mm per
year between 2012-2018, whereas the subsidence of land
surface reached approx. 10-17 cm during the same
period. Thus, making Pekalongan more vulnerable to
flood.

At the beginning of 2020, extreme rainfall combined with
coastal flooding submerged 1,478 hectares of land in
Pekalongan. As a result, people were forced to migrate
from the area that was permanently flooded. However,
despite the flooding, some people chose to stay in the
affected area because of their socio-economic
conditions and attachment to the region's culture and
heritage.

Pekalongan’'s farmer and fisher communities were the
most affected by the reoccurring disasters. More
frequent floods submerged the surrounding regions,
resulting in crop failure. Coastal flooding also damaged
the physical structure and reduced the water quality,
which is essential for the continuity of fish farming in the
coastal area.

Batik manufacturing, the most significant industry in
Pekalongan, was also highly affected by the flooding. In
general, the small-scale batik producers faced problems
in the supply chain during the floods, in addition to their
houses and production sites being submerged.

An impact analysis conducted in 24 villages in
Pekalongan with a high to very high-risk profile shows
that the economic loss due to the flood amounted to USD
474.4 million in 2020. These losses include material and
non-material losses, such as mental health issues,
household conflicts, reduced land productivity, and
ecosystem loss, which impacts the tourism sector,
among other sectors.

The future climate forecast of the Pekalongan region
shows a further increase in extreme rainfall intensity and
frequency, especially in the upstream area. The increase
in sea level (approximately 0.81 cm/year) combined with
subsidence (about 0-34.5 cm/year) will worsen the
impact of floods. The inundated area will increase from
around 1,478 hectares in 2021 to 5,721 hectares in 2035,
about 90% of Pekalongan city and most coastal area in
Pekalongan regency. The flooded areas usually are
agricultural land, aquaculture site, and residential space.
Around 51% of the Pekalongan city area is predicted to be
submerged in 2020-2035. In 2035, it is estimated that
about 41 villages will be flooded, and the total annual
economic loss willreach USD 2.152 billion.

Voluntary adaptation efforts, including elevating the
ground surface of the street and house, have been done in
Pekalongan. The local government also built a sea wall to
protect against floods. However, the sea wall is not along-
term solution. Moreover, it has created anew flood area.

For their part, because of the floods, farmers are shifting
from agriculture, like cultivating rice and white jasmine
(Jasminum Sambac), to aquaculture. Due to the loss of
productive land, some farmers have been forced to find
workin otherinformal sector.
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B Impacts of the Seroja Cyclone

Seroja Cyclone is a tropical cyclone that occurred in East
Nusa Tenggara in April 2021. One of the causes of the
cyclone was the warming temperature of the ocean
surface, which reached 26.5°C at 60-meter sea depth
(BMKG, nd). The cyclone started in Sawu sea, located on
the southwestern part of Timor island. The
Meteorological, Climatological, and Geophysical Agency
estimated the impacts of the Seroja Cyclone. The
following is their estimation (AHA Centre, 2021):

# Heavy rainfall with thunderstorms and strong
wind in several regions such as Central Java,
Yogyakarta, East Java, Bali, West Nusa Tenggara

#® Moderaterainfall in East Nusa Tenggara

# Wave with height around 2,5-4 meters possibly
occurring in the southern sea of Java island to
West Nusa Tenggara, south Indian Ocean, Java
Island to Bali, the southern sea of Western Nusa
Tenggarato Sumbalsland

Adonara Island and Lembata Island In the Sawu Sea,
East Nusa Tenggara Indonesia.

Seroja Cyclone hit Indonesia with a wind velocity up to 65-85 km/h, which caused floods, flash floods, strong winds, and

slides, especially in East Nusa Tenggara and West Nusa Tenggara. Nine hours of heavy rainfall caused overloading of
dams in four districts. As a result, many houses and paddy fields were drowned. The National Disaster Management
Authority (BNPB) reported that 509,604 people were impacted by Seroja Cyclone, of which 11,406 people were
evacuated, 181 people died, 271 people were injured, 45 people were missing, and 66,036 houses were damaged in

Western Nusa Tenggara and Eastern Nusa Tenggara (AHA Centre, 2021).

Climate change impacts on Indonesia's electricity supply

The discussion on electric supply is always related to the
mitigation effort of climate change. Climate change has
also affected power plants in Indonesia. Some have been
forced to temporarily cease operations, leading to
electrical supply shortages and blackouts in several
places. The following table shows climate and weather-
related incidents and the impact and loss on Indonesia's
power plant, transmission, and electricity distribution due
to climate phenomena.

One of the most interesting events recorded was the
jellyfish migration that caused a 20-day shutdown of the
Paiton powerplant, with a loss of USD 21.7 million.
Jellyfish entering the thermal plant is an extraordinary
event that occasionally occurs on the northern coast of

12 / An Overview of Loss and Damage within the Indonesian Context

Java island. According to the Meteorological,
Climatological, and Geophysical Agency, the jellyfish
entrance was triggered by extreme cold temperatures in
the Australian ocean, forcing jellyfish to migrate to the
northern sea of Java. In an initial effort to address the
problem, the water input pipelines were cleaned and a net
installed. However, these efforts did not prevent the
jellyfish from entering the power plant, so Paiton unit 9
was forced to shut down. This caused an electricity
shortage in the Java electricity sub-system, requiring the
sub-system to import electricity from the oil-based Bali
sub-system. Similar event also occurred at the Tanjung
JatiB coal power plant.
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Climate and

weather-related

events

Very heavy
precipitation

Strong wind
and high
ocean wave

Ocean
temperature
change

Drought

Direct impact

Coal had a
high moisture
content

Wet coal clogged
the coal feeders

Heavy river flow
carrying trash to
the ocean

Several days
long of heavy rain
caused flooding

Difficulties in
transporting
coal

Increase in
ocean
temperature

Jellyfish
migration

Decrease in
water inflow

Indirect impact

Lower combustion
efficiency

Lower electrical power
output

Water flow to the power
plant was blocked
because of the trash

Flood in power plant

Lower power
output/shutdown of
power plant

Reduced efficiency in
cooling water system

Jellyfish migration to the
cooling water system of
the thermal power plant
caused a decrease in
power output/shutdown
of powerplant

Decrease in power output

Affected Utility

Surabaya Coal
Power Plant

Gas power plants in
Muara Karang, Priok,
and Tambak Lorok

Gas power plant
in Muara Karang

Surabaya Coal
Power Plant

PJB Paiton

Paiton unit 9
(coal power plant)

Saguling and Cirata
Hydro Power Plants

Period

2011-2017

2011-2017

2013

2011-2017

2016

2011

The estimated loss
from the utility in
usD

21.5

million

15

million

6.2

million

1.2

million

N/A

21.3

million

51.5

million

Flood

The electrical
substation was
inundated

Power blackout,
Damaged tools

Multiple
state-owned
power plants

2013

9.1

million

Strong wind

Conductor
damage due
to collision
with objects
carried by
the wind

Power blackout

Table 1

Multiple
state-owned
power plants

2014-2015

13.1 million

and affecting

million
21 customers

Impacts of extreme events on the power plant, transmission, and distribution in Indonesia (Handayani, 2019)
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Loss and Damage Funding

Several studies have calculated the required finance for
Loss and Damage globally. According to Oxfam (2019),
Loss and Damage will range globally from USD 640 to 695
billion in 2030, of which 400 to 431 billion will occur in the
Global South. In 2050, these numbers could increase to
USD 1.6 to 2.8 trillion globally, and 1.1 to 1.8 trillion in the
Global South. Mechler et al. (2019) support this high
number by estimating Loss and Damage in the Global
South ranging from USD 116 to 435 billion in 2020, to 290
to 580 billion in 2030, to 551 to 1.016 billion in 2040, and
reaching 1.132to 1.741 billionin 2050.

The great need for Loss and Damage finance is also
reflected in the climate negotiations. At COP26 in
Glasgow, the G77 and China called for the establishment
of a Loss and Damage Finance Facility, to be located
under the UNFCCC Funding Mechanism (Sharma-
Khushal et al., 2022). However, the proposal was rejected
by countries of the Global North, which have historically
blocked any attempts to address Loss and Damage
finance in the UNFCCC negotiations. As a compromise, it
was agreed to organise the Glasgow Dialogue, in which
arrangements related to Loss and Damage finance
(especially the component of ‘addressing Loss and
Damage’) would be discussed annually at the Subsidiary
Body for Implementation (SBI) meeting session until the
60th SBs in 2024. The topic was elevated at COP27. For
the first time, Loss and Damage was included on the
agenda (agenda point 8f ‘Matters relating to funding
arrangements for addressing Loss and Damage’) and it
was agreed to establish a Loss and Damage Fund and
respective funding arrangements.

Ideas around the design and operationalisation of the
fund and funding arrangements will be discussed in the
context of the Transitional Committee, established at
COP27, which will meet three times until COP28. The
Transitional Committee will have to address many
questions. For example, the text of the decision refers to

14 / An Overview of Loss and Damage within the Indonesian Context

Corals in shallow water near limestone islands in Raja Ampat, Indonesia.

the fact that the funding arrangements relate to
‘particularly vulnerable developing countries, but does
not specify this further. In addition, the question of who
pays into the fund needs to be clarified. This could lead to
an expansion of donor structures, as the decision text
refers to 'expanding sources' and 'other sources' in terms
of financing possibilities and also opens up the option for
innovative sources of financing, such as an international
air passenger levy or windfall taxes on fossil fuel
companies. The Committee will also need to consider
how the international financial financial architecture,
including multilateral development banks and the
International Monetary Fund, can contribute to Loss and
Damage funding arrangements (Germanwatch, 2022). In
the coming months, it will also be important for the
committee to explore the extent to which initiatives such
as the Global Shield can contribute to Loss and Damage
funding and how to ensure that structures complement
rather than duplicate each other. To do this, it is worth
taking a look at the funding that is already in place and
identify gaps.
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Current Funding and Gaps

In 2019, the UNFCCC Secretariat prepared a technical
report to inform Parties on current funding to address
Loss and Damage (UNFCC Secretariat, 2019). The report
combined a number of mappings of existing solutions,
including: the summary report of the 2016 Standing
Committee on Finance (UNFCCC, 2016); the 2018 Suva
Expert Dialogue (UNFCCC, 2018b); the 2019 WIM review;
and a Germanwatch publication on the potential for Loss
and Damage financing in the existing UNFCCC financial
architecture (Schéafer, et al, 2021). The UNFCCC
Secretariat report specifically highlighted that Loss and
Damage finance was difficult to track because it had not
yet been identified as a separate category: Loss and
Damage finance was often referred to as funding for
adaptation, disaster risk reduction (DRR), or in
conjunction with development, sectoral, or humanitarian
efforts. The lack of a separate finance category for Loss
and Damage and a separate agenda item on Loss and
Damage finance changed at COP27. However, until a
clear differentiation between the respective categories
has been established, the possibility of Loss and Damage
being mixed with funding for adaptation, DRR,
development or humanitarian efforts persists.

Moreover, to date, funding efforts for Loss and Damage

have focused mainly on averting and minimising, rather
than addressing, Loss and Damage. Averting refers to
efforts to mitigate and adapt to climate change, and
minimising relates to climate change adaptation.
However, as addressing comprises the actual losses and
damages happening, it is vital to scale up its funding
(Kiinzel & Schéfer, 2022).

Within the already existing Loss and Damage funding,
several important gaps can be identified. These include
measures to address non-economic Loss and Damage,
measures immediately following the occurrence of an
extreme weather event, and measures for early stages of
slow-onset processes. Current solutions and funding are
also not sufficient to cover rapid response measures to
address Loss and Damage, and subsequent measures to
cover Loss and Damage that has already occurred
(Schafer, Jorks, Kiinzel, Seck, 2021; Kiinzel & Schafer,

2022).
So far, the measures best covered by existing Loss and

Damage funding are climate risk insurance schemes
(Schafer, Jorks, Kiinzel, Seck, 2021). However, there are
several reasons why such insurance is not the silver bullet
for addressing Loss and Damage (Richards and
Schakatek, 2018). Most notably, the premium payment
and its affordability raises questions of climate justice, as
most people affected by Loss and Damage in the Global
South did nearly nothing to contribute to the climate crisis
and may not be able to pay for the premium. Although
insurance schemes are one of the most appropriate
options for addressing Loss and Damage, this is why
such schemes are not considered a suitable option as a
primary mechanism. The following section provides
examples about existing Loss and Damage funding,
besidesinsurance schemes.

n Funding for Loss and Damage within and outside of the UNFCCC

The UNFCCC noted that several examples of existing funding are relevant for Loss and Damage funding (UNFCCC
Secretariat, 2019). These include: the Adaptation Fund, the Special Climate Change Fund, The Green Climate Fund, and
multilateral funding such as the Pilot Program for Climate Resilience of the Climate Investment Fund (CIF). In addition, the
UNFCCC also listed other funding options inside and outside the UNFCCC (such as the Global Environment Facility,
regional risk transfer mechanisms such as the Pacific Insurance and Climate Adaptation Programme or international
financial institutions such as the World Bank) which also have the potential to fund actions related to Loss and Damage

caused by climate change.
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11 Funding within existing UNFCCC funds

The use of existing UNFCCC funds (e.g. the Adaptation Fund, the Special Climate Change Fund, or the Green
Climate Fund) for Loss and Damage funding could be a promising solution. However, it is important to consider
that these are often not fit-for-purpose in terms of Loss and Damage. For example, the funds operate on a multi-
year project basis, which s ill-suited for several measures to address Loss and Damage. Nevertheless, existing and
potential funding opportunities within these funds are presented below.

® Adaptation Fund

20% of the Adaptation Fund portfolio is dedicated to Disaster Risk Reduction and Early Warning Systems,
which could be seen as Loss and Damage financing. The Adaptation Fund can fund efforts to build climate
resilience through risk assessment and prevention. This has been done in Latin America with the project
Reducing Climate Vulnerability and Flood Risk in Coastal Urban and Semi-Urban Areas in Cities in Latin America,
which aims to strengthen the Early Warning System and climate monitoring.

The Adaptation Fund also allows for the implementation of risk reduction and social safeguards through
adaptation and various environmentally friendly adjustments to agricultural production. One example is the
project Integrating Flood and Drought Management and Early Warning for Climate Change Adaptation in the
Volta Basin, which assists local farmers in responding to floods and droughts. However, the Adaptation Fund
lacks an explicit mandate with respect to many elements and measures dealing with Loss and Damage
(Kiinzel & Schafer, 2022). For example, it lack a mandate for non-economic loss, such as loss of biodiversity,
loss of shelter (which forces people to migrate), and loss of social and cultural identity. Furthermore, the Fund
is poorly financed.

® Special Climate Change Fund (SCCF)

The SCCF is a climate-dedicated, grant-focused fund. SCCF can fund technical and regulatory assistance
efforts, such as the Southeast Europe and Caucasus Catastrophe Risk Facility project. This project intends to
develop weather risk insurance and reinsurance products and raise public awareness of weather risk in
participating countries. However, as the SCCF depends on voluntary funding pledges, additional funds should
be allocated to the SCCF to guarantee sufficient coverage (Kiinzel & Schéfer, 2022).

® Green Climate Fund (GCF)

The GCF can fund actions related to addressing Loss and Damage. The GCF has various funding instruments,
as well as a Private Sector Facility (PSF) which can disburse funds beyond grants and can support the
development of risk transfer mechanisms that are not possible in other UNFCCC funding. In a preliminary
analysis conducted by the UNFCCC Secretariat, the GCF has even been ahead of the curve in disbursing
funding related to economic and non-economic losses ranging from slow-onset events to extreme events.
For example, the GCF has funded several projects involving risk assessment — through projects that
implement the Early Warning System. These projects can reduce the number of casualties and risks by
building resilience through infrastructure development, ecosystem-based adaptation, flood mapping, and an
early warning system.
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GCF also has several projects related to risk transfer, including introduction of a weather index-based
insurance program. GCF has also funded several projects related to slow onset events, including projects
related to salinisation, sea level rise, ocean acidification, and activities linked to extreme events such as
storms/cyclones.

However, there are also several limitations of the GCF regarding the funding of Loss and Damage. For
example, there are difficulties in reaching people on the ground and the lengthy and bureauctratic application
process. The high upfront costs and capacities needed for the application represent hurdles for many
countries of the Global South. In addition, the expectation to prove climate relevance through local studies is a
problem. Due to a lack of historical data, it is impossible for many countries to provide this data (Kiinzel &
Schafer,2022).

g Relevant multilateral funding for financing Loss and Damage

® Pilot Programme for Climate Resilience (PPCR) from CIF

The PPCRis designed to integrate climate resilience with development plans. Actions funded by the PPCR are
intended to be combined with other sources of funding, for example, from development banks, governments
and/or the private sector. As such, PPCR can cooperate with partner institutions that serve as intermediaries
and guarantors to increase the funding related to Loss and Damage efforts.

PPCR is designed to provide programmatic funding linked to national development plans and has four main
objectives:

® Piloting and demonstrating approaches for the integration of climate risk and resilience into
development policy and planning;

® Strengthening capacity at the national level to integrate climate resilience into development
planning;

# Scaling up and increasing investments related to climate resilience based on ongoing initiatives;
and

# Enabling the learning-by-doing process and exchanging lessons at the country, regional, and global
levels.
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B National funding for Loss and Damage

Some countries have made several efforts to fund their respective countries' potential Loss and Damage by using
the state budget. Examples in Southeast Asiainclude Singapore and Timor Leste.

® Singapore

As a small island country, Singapore is highly vulnerable to slow-onset events such as sea level rise.
Therefore, in its development plans, Singapore has always considered the impact of sea level rise on its social
and economic viability.

Singapore has an agenda to protect its coastal areas, with the aim of minimising loss of life, and damage to
assets and infrastructure, and ensuring that the purpose of land-use is well maintained (per the land

conversion requirements under Singapore's land use Masterplan).
Singapore's strategy to achieve this goal is to continuously build resilience related to sea level rise, such as

adding localised protection for critical infrastructure, diverting, discharging and retaining emerging surface
water. Singapore also tries to be less reliant on foreign funding and to develop its domestic funding for
adaptation efforts to the fullest extent possible, thereby minimising potential Loss and Damage due to the
impacts of climate change.

Singapore's Significant Infrastructure Government Loan Act (SINGA) allows the government to borrow to fund
large and long-term infrastructure projects. SINGA has been effective since August 2021. Projects that are
considered eligible for loans are (Teo, 2022):

® Infrastructure projects that cost atleast USD 4 billion;
® Theprojects are essential to Singapore's national interest, as well as the public interest;
® Theinfrastructureto be built has alifespan of at least 50 years;

® The Government must own these projects.

The proposed loan must also meet the safeguard provisions determined by loan limit and loan interest limits.

The Singapore government has also developed the Singapore Green Bond Framework. In the fiscal year 2022,
the Singapore Government stated that it would issue 'green bonds' worth SGD 35 billion, starting with the
public sector (Teo, 2022). The proceeds from this green bond issuance will be used to fund the
implementation of the Singapore Green Plan 2030, in which Singapore makes some efforts to transition to a
low-carbon economy and achieve sustainable development goals.

The Singapore government has also launched the Coastal and Flood Protection Fund (CFPF) with an initial
SGD 5 billion (Teo, 2022). The proceed from SINGA and the green bond framework is also allowed to be used
for the CFPF. Other funding sources that contribute to the CFPF are a combination of several funding
instruments, including development funds and government loans.

Additionally, Singapore has implemented Public-Private Partnerships in developing some infrastructure, such
as Marina East Desalination Plant and the Jurong Island Desalination Plant, to provide clean water in
Singapore. This scheme can also be used to develop the infrastructure needed to mitigate the risk of sea level
risein Singapore.
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® TimorlLeste

Timor Leste is experiencing a wide range of climate change impacts, such as floods, droughts, landslides, soil
erosion, sea level rise, and tropical storms, to name a few. These impacts have led to a decline in agricultural
production, disruption to food security, shortages of clean water, and damage to infrastructure and other
buildings. Timor Leste has even seen the impacts of climate change increasing in several key sectors, such as
infrastructure, water resources, and social life, as well as other economic and non-economic losses and
damages.

On April 4,2021, Timor Leste was hit by Seroja tropical storm, which caused flash floods and landslides. It also
experienced powerful winds that destroyed 13 cities in the country. The Post Disaster Needs Assessment
(PNDA) reported that there were 33,835 houses affected by the floods, of which about 81.6% were in Dili, the
capital of Timor Leste. More than 15,000 people were evacuated, with 42 fatalities (Barbarosa, 2022).

More than 30,000 houses were heavily damaged, 26,067 homes suffered minor damage, and 4,231 houses
were severely damaged or even completely collapsed. The estimated loss in the residential sector alone
reached USD 69.5 million (Barbosa, 2022).

Timor Leste has allocated a budget for disaster risk management and emergency response to anticipate
losses and damage that may occur. Concerning the Seroja storm, the government of Timor Leste allocated
USD 1.5 million in the 2021 state budget related to flooding. This budget’s purpose was to finance the state’s
efforts from April to June 2021. Following the disaster, Parliament approved an increase in the funding
allocated to the Contingency Fund or reserve fund from USD 23.8 million to 65.2 million. This allocation will be
used to restore infrastructure in flood-affected communities. However, these funds are only for extreme
events, not slow-onset events. In addition, these funds remain insufficient to even fund recovery after extreme
events.
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Conclusion

The tangible effects of climate change are already
being felt by many people, regardless of whether or
not we as a global community can achieve the 1.5°C
target. Various nations affected by these impacts
have attempted to come up with solutions, but
without the support of international organizations,
addressing the challenges posed by climate change-
induced disasters would be a significant obstacle to
overcome.

As with other countries, the climate change-induced
disasters in Indonesia have caused substantial
financial costs that frequently remain unresolved.
Additionally, there are non-monetary, humanitarian
consequences, such as forced displacement and
loss of biodiversity. These factors highlight the
significance of developing international policies
focused on Loss and Damage, which has become an
essential pillar alongside adaptation and mitigation
efforts.

In order to effectively implement comprehensive
Loss and Damage policies and funding systems,
there is a strong need to streamline the bureaucracy
in the affected countries. Furthermore, international
collaboration across various sectors is required to
develop Loss and Damage policies, as well as to
provide scientifically sound data and knowledge to
advance research in related fields. Countries with
high levels of vulnerability to climate change-induced
disasters should also continue to advocate for the
issue of Loss and Damage ininternational forums.
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