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Key Messages 
• The participation of the Dominican Republic (DR) in the Accelerating

the Coal Transition (ACT) programme sends a strong signal to the

global market of the country's commitment to decarbonize its

electricity grid.

• Investment in DR’s grid infrastructure will be essential to achieving

these decarbonization ambitions. This note concludes that if the

proposed Climate Finance Principles to Unlock for Green Grids were to

be applied in this context, there would be a good case for DR’s grids to

qualify for climate finance. This is based on the strength of DR’s

commitment to decarbonization outlined in its National Energy Plan,

the materiality of grids to achieve this ambition, and the availability of

tools for measuring and monitoring various projects’ impacts.

• DR’s acceleration of renewables and the gradual replacement and/or

reconversion of coal assets plays a pivotal role in driving climate

finance interest within its energy sector, in combination with climate

action being integrated and aligned within wider national

development goals. Analysis shows that with additional climate

finance, there is cost-effective potential to further extend the

country’s ambitions towards renewable energy.

• This interest in climate finance needs to be extended to investment

in grids. The allocation of ACT programme funds would not be

assigned for transmission expansion or upgrades due to the nature of

the programme. However, the broader investment plan does note that

the system in general will require, as an enabling condition for

investment, financing for the transmission system, specifically for its

adequacy, resilience, and flexibility. It will also require investment in

generation renewable energy assets and investment in replacement

assets. This would need co-financing from other sources.

• Historically, the region has had strong macroeconomic domestic

indicators, and the country has been able to navigate through

currency volatility and wider market instability. As such, the macro

environment, alongside the national commitment to sustainable

development, has been a significant driver in attracting foreign direct

investment, which could be further accelerated if it could qualify as

climate finance.

• The country’s focus on transparency, robust decision-making, and

the use of open data to model scenarios to support climate-

compatible policies has catalyzed interest from various investor

groups, including the private and public sectors.
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Background 
The Dominican Republic (DR) is considered one of the fastest-growing 

economies within Latin America, with an economic growth rate of 4.2% in 

2022. Current International Monetary Fund (IMF) forecasts suggest 

continuous economic growth in 2024 and beyond, with a consensus 

around the region of 5% (IMF, 2024).  

However, the country has been ranked as one of the Small Island 

Developing States most vulnerable to climate change according to the 

Germanwatch Global Climate Risk Index, ranking 99 in countries most 

affected by Climate Change in 2018 (Germanwatch, 2020). Alongside this, 

the country’s electricity grid emission factors have historically been high, 

standing at 500 CO2g/kWh in 2022. This reflects the fact that close to 90% 

of the country’s energy mix is fossil fuel based, with the energy sector 

accounting for more than 60% of national greenhouse gas emissions (IEA, 

2024).  

Thanks to the country’s level of ambition and efforts to address barriers to 

the achievement of its sustainable development, DR has been able to 

mobilize US$85m of climate finance in partnership with multilateral banks, 

namely the Inter-American Development Bank (IDB), IDB Invest, World 

Bank, and International Finance Corporation (IFC) – the executing entities 

– and the Climate Investment Fund CIF). This finance is for the
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preparation of an investment plan for the Accelerating the Coal Transition 

(ACT) programme (see Appendix 1). It is important to note that the 

mobilized funds focus on the replacement of the coal-fired power plants 

covered by the programme. However, further investment would be 

required considering all the regulatory and grid infrastructure changes 

required for the viability of the proposed solutions.  

Such grid infrastructure is essential to achieving DR’s decarbonization 

ambitions. As highlighted within the finance package (outlined in Appendix 

1), investments in infrastructure and grid upgrades are key to maintaining 

energy security, and the social projects associated with these investments 

are essential for the fair and balanced transition of social and economic 

rights. Both complement each other for the well-being of society and 

economic growth. 

However, for DR’s grid investments to be classified as climate finance, a 

different approach is needed, as they would not qualify under existing 

classification schemes such as the MDB Common Principles or the EU 

Taxonomy, due to the carbon intensity of the current system.  

The Green Grids Initiative’s proposed Climate Finance Principles to Unlock 

Green Grids Financing aims to widen the scope and definition of what the 

investor community would consider as a ‘Green Grid’. This would include 

contexts where grid investments are needed to catalyze the integration of 

renewables in countries that are currently dominated by fossil fuel 

generation. The section below provides a test case of how the proposed 

Principles could be applied in the case of DR. This preliminary analysis 

suggests that if the proposed Principles were adopted, there would be a 

good case for these investments to qualify as climate finance. 
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The Application of the Green Grids Initiative’s Climate Finance 

Principles for Green 

1. SECTOR TIMELINE: National strategic plans for both

Generation, Transmission and Distribution cover a

timespan consistent with lending tenors

The Dominican Republic published its latest National Energy Plan (also 

known as the PEN) in 2022 and the current energy plan is in the process of 

being updated. It details national strategic plans until 2036 for both energy 

and transmission infrastructure. Specifically, it details short- and long-term 

plans, which include investment in renewable energy projects, such as 

solar and wind. From 2020 to the end of 2023, electricity generation 

capacity from renewable sources increased from 555.5 MW to 1,126.25 

MW, which is a rise of over 103% (REI, 2024). 

The current National Energy Plan has demonstrated efforts to reduce 

regional emissions in the country. With DR participation in the ACT 

programme, further cost-effective emission reduction could be achieved 

on the grid (this is illustrated in Figure 1, below). However, the ACT 

programme has yet to be adopted, with the possibility of part of the 

analysis feeding into the updated energy plan once adopted.  

2. SECTOR ALIGNMENT: National Sector targets must be

qualitatively aligned with Climate targets at a minimum

The most recent PEN has demonstrated a strong signal for renewable 

energy penetration. In terms of its long-term strategy, the country aims to 

achieve the following: 

1. Achieve carbon neutrality by 2050 with established Nationally

Determined Contribution (NDC) targets within the country already set.

These have the aim of reducing emissions by 27% by 2030 with respect to

baseline estimates. It is important to note that 20% of this reduction is

contingent on external financial support with the remaining 7%

unconditionally financed from domestic sources (World Energy Council,

2024).

2. Immediate efforts have been taken to strengthen the grid code via

government backed reforms to enable the delivery of reliable, affordable,

and resilient electricity services. This provides substantial incentives to

accelerate the integration of renewable energy sources into the electricity

grid (World Energy Council, 2024).
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3. SECTOR CONTRIBUTION: Sector targets must include a

Net Positive Contribution

As documented in the ACT programme, a core component is the 

promotion of a fair and inclusive electricity sector transition (Climate 

Investment Fund, 2024). The economic evaluation of the electricity sector 

in DR, which formed the basis for participating in the programme, found 

that there are significant employment benefits associated with the 

electricity sector as it decarbonizes.  

In terms of job creation, substantial employment benefits may be realized 

through a shift towards renewable energy. For instance, in a scenario 

where existing coal power plants in the region are replaced or converted 

to non-conventional renewable energies, at least 45,000 jobs would be 

created by 2030 and 121,000 by 2050 (Gallardo et al., 2024). 

4. SECTOR MEASURABILITY: For decarbonization, this

means that simulation should be used to verify the grid

carbon footprint or the share of renewable electricity at

country/subnational level

To support its application and expression of interest to the ACT 

programme, DR underwent a study examining the “Economic Evaluation of 

the Decarbonization of the Electricity Sector”, which used the energy 

optimization tool OSeMOSYS (Open-Source Energy Modelling System) put 

forward by Howells et al., (2011). A robust decision-making methodology 

was employed to simulate multiple scenarios in its electricity sector. Under 

this analysis the primary focus is simulating a range of decarbonization 

pathways to support its application. This demonstrates the ability of the 

country to carry out the necessary analysis to measure sector and project 

impacts.  

It is important to note that modelling of this nature is primarily focused on 

determining the economic and social benefits of decarbonizing DR’s 

electricity sector. However, energy modelling similar to this can also be 

applied when gathering insights on electricity transmission and climate 

finance investment, such as a grid carbon footprint.  

Each scenario modelled in this study captured input from a range of 

stakeholders and examined 1,000 futures to capture deep uncertainty. The 

following scenarios were simulated – Business-as-Usual (or the baseline), 

reference, natural gas, and renewable  – with Table 1 depicting the 

assumptions under each scenario. 

In the case of the electricity grid in DR, Figure 1 highlights how the grid 

emission factors change over time across different scenarios. Across all 

scenarios, there is a gradual reduction in grid emission factors by 2050. In 

instances where the model chooses the conversion or replacement of coal 

power plants with either natural gas or non-conventional renewable 

energy units, we see the biggest emission reductions within the grid.
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TABLE 1:  Modelled Scenario Description [Adapted from Gallardo et al., 2024] 

SCENARIO ASSUMPTION 

Business-as-Usual (BAU) Describes the evolution of the electricity sector until 2060 based on trends, where coal plants continue 

significant electricity production. 

Reference Scenario It is based on existing energy policies in the country, including the National Energy Plan (PEN), 

incorporating natural gas projects tendered in 2022 according to information received from the Ministry 

of Energy and Mines of the country.  

Natural Gas Scenario This is based on the reference scenario but explores the conversion of coal plants to natural gas. 

Renewable Scenario In this scenario, the conversion or replacement of coal power plants to non-conventional renewable 

energies is explored, with the following variations:  

1. Only onshore wind and solar

2. Onshore wind, solar, and biomass

3. Onshore and offshore wind and biomass

The study was able to identify that a renewable scenario would be 

considered the most advantageous. It expected that approximately 

c.US$3.3 billion investment would be required to replace coal generation

with renewable energy sources, which would predominantly consist of

solar and wind. The study also found under a renewable scenario, an

estimated cumulative average net economic gain of US$2.7 billion, an 8%

reduction in average generation costs in 2050, the creation of 160,000

direct jobs, and the avoidance of approximately 140 million tons of CO2eq 

would result (Gallardo et al., 2024). 

In the case of the reference scenario, the electricity sector complies with 

existing energy policies in the country, which are documented in the 

National Energy Plan. There was an overall increase of only 13% of 

renewable energy in the system during the modelling period.  
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FIGURE 1:  Grid Emissions Factors by Year and Scenario [Adapted from Gallardo et al., 2024] 

5. PROJECT ALIGNMENT: Project indicators must be

aligned with National Sector planning and, at a minimum,

qualitatively aligned with Climate Planning

Given that the ACT programme is not currently underpinned by a specific 

set of projects, we have focused on sector alignment as highlighted in 

Principle 2. As such, the gradual replacement and/or reconversion of coal 

generation as outlined in the ACT programme aligns with DR’s NDC and 

carbon neutrality targets.  
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6. MATERIALITY: Project indicators must be material,

relevant, and strategically significant

Given that the ACT programme is not currently underpinned by a specific 

set of projects, we have focused on sector materiality as highlighted in 

Principle 4.  Decarbonization indicators are material and strategically 

significant, which is evident in existing political and financial support that 

the programme has been able to secure.   

7. PROJECT CONTRIBUTION: Project targets must

represent a net positive contribution to sector targets

Principle 7 requires project targets to represent a net positive contribution 

to sector targets. However, given the ACT programme is not currently 

underpinned by a specific set of projects, we focused on verifying Principle 

3 (net positive contribution of sector to decarbonization), deferring the 

verification of compliance with Principle 7 to a later stage of the 

development process. 

8. PROJECT MEASURABILITY: Project indicators’ progress

towards project targets must be measurable/verifiable

The country has taken significant steps in monitoring and evaluating its 

climate efforts, collaborating with the Initiative for Climate Action 

Transparency (ICAT). Initial steps involved developing a national 

institutional framework for the monitoring, reporting, and verification of 

climate efforts that would fall under the United Nations Framework 

Convention on Climate Change (ICAT, 2024). Once a transmission project is 

established, it would be able to use the national institutional framework.  

Furthermore, the region has taken additional steps by devising a proposal, 

which was endorsed by the national parliament in October 2020. This 

details a legal requirement for a national transparency system, which 

outlines the roles and responsibilities which key actors should adopt when 

collecting, compiling, and reporting data (ICAT, 2024).
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9. METHODOLOGY NEUTRALITY: Climate Finance

Principles for green grids are methodology neutral

he Government of DR has recently launched its Green Taxonomy, which it 

developed with support from the IFC to facilitate sustainable investments 

within the region (GFL, 2024). Alongside this, the region has also 

developed a Green, Social, and Sustainable Bond (GSSB) Framework, which 

is aligned with the International Capital Market Association’s Social Bond 

Principles, Green Bond Principles, and Sustainability Bond Guidelines. 

Based on the GSSB Framework, financing transmission and storage 

dedicated to supporting electricity generation systems exclusively, or 

renewable sourcing systems, will be eligible under this Framework (S&P 

Global Ratings, 2024).  

As such, the Green Taxonomy can be used to source the additional 

investment required to ensure transmission infrastructure is sufficient to 

support the transformation required for the electricity transition. 

Furthermore, given the overarching and high-level nature of the Principles, 

it has already been determined that the Principles are compatible with the 

Green Taxonomy.  

10: REPORTING: Progress of project indicators against 

project targets must be periodically reported. An annual 

reporting, either independently compiled or verified, 

should be sufficient   

As previously mentioned in Principle 8, existing mechanisms such as the 

national institutional framework for monitoring, reporting, and verification 

can be deployed to determine how grid emission factors would change 

under the ACT programme. 
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Conclusion 
To summarise, investments in the DR’s electricity grid presents a good case 

to qualify for climate finance under the GGI’s proposed Climate Finance 

Principles. The DR has demonstrated its commitment to decarbonising its 

energy system through the publication of its National Energy Plan and its 

participation in the ACT programme. Given that the current allocation of 

the ACT programme has not been assigned to grid expansion or upgrades. 

For the DR to fully realise its decarbonization ambitions, investment in grid 

infrastructure and upgrades will prove pivotal. The Climate Finance 

Principles proposed by the GGI aim to act as a catalyst helping climate 

investors to identify contexts, like the case of the DR where potential grids 

could provide a pathway in greening the electricity system, where grid 

investments should qualify as climate finance. 
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Appendix 1 
Terms of Reference (Extract) - CIF Accelerating Coal Transition (ACT) Investment Programme 

● The Dominican Republic Government submitted the Expression of

Interest (EoI) to the Climate Investment Fund (CIF) to join the

Accelerating the Coal Transition (ACT) programme on 30 August

2021.

● On 21 February 2023, the CIF selected DR as a beneficiary of the

ACT programme and allocated US$ 500,000 for the preparation of

the investment plan. The existing financial facility provided by CIF

has been deemed favourable by the National Council for Climate

Change and Clean Development Mechanism in DR due to its long

grace period and maturity combined with minimum interest rates.

● CIF Allocation: $85,000,000 USD to implement the investment

plan.

● The ACT investment programme offers a holistic toolkit to support

countries transitioning away from coal, tackling challenges linked to

national strategies, people, and communities, as well as land and

infrastructure. It builds support at the local level to reconsider the

development of new coal plants and accelerate the retirement of

existing coal assets. Finally, it fosters new economic activities fueled

by new sources of energy by working with public sector utilities and

private sector operators to define paths to advance clean energy

transitions. ACT works across three pillars to support the transition

away from coal. The three pillars have been documented in the ACT 

Terms of Reference (p. 3) which can be located on the Climate 

Investment Fund’s website.  

1) Governance: To achieve support and commitment at the
country level for transitioning away from coal assets, the ACT
programme will consult with key stakeholders, build technical
and institutional capacities, and help governments develop
transformation strategies and economic and social
development plans, among other activities.

2) People and Communities: In line with the premise of ensuring
that the approach to addressing coal transition challenges is
holistic, the programme will support socioeconomic measures
to minimize the impacts of the transition on people and
communities. Measures include a focus on upskilling and
reskilling to help people not only retain jobs where feasible, but
also prepare for new jobs as available.

3) Infrastructure: Reclaiming and repurposing the existing
infrastructure, including land and power plants, will be a core
area of support.

https://www.cif.org/sites/cif_enc/files/meeting-documents/act_tor-and-agenda_second-joint-mission_dominican-republic_09252024.pdf?utm_source=chatgpt.com
https://www.cif.org/sites/cif_enc/files/meeting-documents/act_tor-and-agenda_second-joint-mission_dominican-republic_09252024.pdf?utm_source=chatgpt.com
https://www.cif.org/sites/cif_enc/files/meeting-documents/act_tor-and-agenda_second-joint-mission_dominican-republic_09252024.pdf?utm_source=chatgpt.com
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