BRIEFING ON THE 22"° MEETING
OF THE ADAPTATION FUND
BOARD

Alpha Oumar Kaloga and David Eckstein

i d
LLJ
al
<
al
O
Z
LL
LLJ
i d
ag)

AT

GERMANWATCH
N




Germanwatch

Brief Summary

This briefing paper summarizes the key issues eratienda for 22nd meeting of the
Adaptation Fund Board, which governs the Adaptafond set up under the Kyoto
Protocol. The meeting will be held in Bonn, Germ#émm October 31 - November 1,
2013.

U7

Among the key issues is the consideration of furgineject and programme proposal
reviewed by the Project and Programme Review Coteen{PPRC) to be approved. It
IS expected that the AF adopt its Environmental &adal Policy. This will be the key
item to be discussed at this meeting, as it is me&arensure that all project and
programme funded by the fund should not result ny aegative impacts. .
Furthermore, the AF will also consider option feogramme to support readiness fg
direct access. This readiness programme is impaiaassist developing countries tq
both accredit national institutions and submit highality projects of project. Other
important agenda items include the annual perfocmamport, the result tracking
indicators to enable the Fund to meet its oveeil.g
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1 Executive Summary

From October 31 — November 1, 2013, the 22nd mgetirthe Adaptation Fund Board
(AFB), the operating body of the Adaptation Fund={Aestablished under the Kyoto
Protocol, will be held in Bonn, Germany. Two day®pto the meeting, the members of
the two committees of the Board, the Ethics andafde Committee (EFC) and the
Project and Programme Review Committee (PPRC)asifivene for the thirteenth time
respectively. In the course of the meeting, the ARIBdiscuss the following issues:

The Accreditation Panel (AP), carrying out the task assessing applications by
organizations willing to serve as implementing tsi (IEs) to the AF, has concluded the
review of one IE application. Accordingly, the ARllwecommend the accreditation of
one further Regional Implementing Entity (RIE) -e tBecretariat of the Pacific Regional
Environment Programme. The AP also discussed tttetliat some NIEs lack the size
and capacity to handle projects up to US$ 10 miland experience difficulties meeting
the full fiduciary standards of the AF. Neverthslgbe institutional capabilities to handle
smaller amounts are appropriate in many cases.efitier as a way forward, the AP
recommends to reflect on the establishment of aallsgrant window” to allow for
funding with smaller project budgets carried outdmyaller implementing entities. Last
but not least, the AP in collaboration with therségriat developed a procedure for a re-
accreditation process - as per the Operational €linigbs and Policies of the AF the initial
accreditation will expire after a period of fiveays — that will be presented to the AFB
for consideration.

The Project and Programme Review Committee (PPRE)ived nine proposals from
implementing entities requesting funds from the AFiong these, five were concept
notes, tackling the two-step projects approval @sec All concepts - except one - were
submitted by National Implementing Entities (NIEShe remaining four proposals were
fully developed proposals, mature for funding. Ehfelly developed proposals have also
been submitted by national institutions, seekingrayal on behalf of their governments.
Only one fully elaborated proposal was submittechbiyultilateral Implementing Entity
(MIE). This meeting represents the second, in whiobposals from NIEs outnumber
those of MIEs. The AF will consider whether or tmapprove the proposals submitted to
the Board.

One concept was submitted by the World Food PrograrfWWFP), acting as a MIE, on
behalf of the government of Indonesia. The other fmncepts were submitted by NIEs
for Chile (Agencia de Cooperacion Internacional @aile, AGCI), Costa Rica
(Fundecooperacion para el Desarollo Sostenibledé&eooperacion), Jordan (Ministry of
Planning and International Cooperation, MOPIC) &uatocco (Agency for Agricultural
Development, ADA). Three NIEs submitted fully deygéd proposals. These are the
NIEs for Benin (National Environment Fund, FNE), figa (National Environment
Management Authority, NEMA) and Rwanda (Ministry dflatural Resources,
MINIRENA) submitted fully-developed project/program documents. The last fully
developed proposal was also submitted by WFP oalbehNepal. It is the second time
that proposals of NIEs outhumber those submitteitis.

The Ethics and Finance Committee (EFC), respon$ibleroviding advice to the Board
on issues of conflict of interest, ethics, finaremed audit, has several issues on the
agenda. Several decisions will be debated in th€ Efeeting, before it forwards its
recommendation to the AF Board for adoption inghenary. Beyond the regular update
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on the financial status of the AF as well as dismrs on the reconciliation of the
administrative budget of the board and its sedatanembers of the EFC will consider
the annual performance report of the fiscal yeat320rhe performance report is an
important document to the Board, as it gives initiceon the overall projects portfolio of
the fund as well as an update on the status ofeinghtation of its funded projects. Last
but not the least the EFC will discuss on the

One of the key discussions at this Board meetitigo@ion the Environmental and Social
Policy of the AF. After an initial discussion attlast board meeting on the framework
and policy, that should guide the AF project comgalisation and implementation as to
how to ensure that the AF funded project ex anté en post should not lead to any
harms and any unintended adverse social and envinatal impacts, it is expect that the
Board now discusses how to operationalize its Bmwvirental and Social Policy. It is

expected at this meeting that the Board adoptthéd)final Environmental and Social

Policy, which has been revised by its Secretaté#@ding into account the inputs from

interested stakeholders as result of its call ajppsal; ii) the amendment of its

Operational policy and guidelines and the optioninziusion of the environment and

social safeguard in the accreditation process.

It is also expected that the AF considers its sgécdnnual Performance Report. This
annual performance report gives an indication enstatus of implementation of the AF's
funded projects. It also informs through resultidatbrs to which extent the activities
undertaken during the implementation of its prgexe inline with overall objectives.

Last but not least, the AF trustee will - as usyadesent its report on the financial status
of the Adaptation Fund Trust Fund.
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2 Report of the Accreditation Panel

The Adaptation Fund Accreditation Panel (AP) perferthe task of reviewing
applications by potential implementing entities)(#hd drafting recommendations based
on its findings for consideration by the Adaptatieumd Board (AFB).

At its 14th meeting on September 23-24, 2013, tlecAntinued to exert its scrutiny
function reviewing both new and existing applicaipas well as discussing other matters
in regard to the accreditation process, e.g. th@bkshment of a "small grant window"
and a proposal for a re-accreditation proceduresldeed in collaboration with the AF
secretariat.

In the following, the key results of the 14th APatirg are outlined.

2.1 Accreditation of Implementing Entities

In time for its 14th meeting, the AP received orewnapplication by a National
Implementing Entity (NIE). In addition, the AP resed the review process of thirteen
applications that were under review before but irequadditional information to allow
for a final decision by the Panel.

By the end of its meeting, however, the AP only aoded the review of one RIE
application:

2.1.1 The Secretariat of the Pacific Regional Envir  onment
Programme (SPREP)

Based in Apia (Samoa), the Secretariat of the RaR#gional Environment Programme
(SPREP) has been charged by the governments aridigitiations of the Pacific region
with the protection and sustainable developmerthefregion's environmehtSince its
launch in 1993, the work by the intergovernmentajaaization aims at promoting
cooperation in the South Pacific region and to gewassistance in order to protect and
improve its environment and to ensure sustainableldpment for present and future
generations. The SPREP has 21 member couhtiies focuses its efforts on four key
strategic areas, namely climate change; biodiyeesid ecosystem management; waste
management and pollution control; and environmeantatitoring and governance.

The AP first considered the application by the SPREE its sixth meeting in May 2011,

where it identified several gaps regarding theitutsdbnal capacity of the applying entity.

However, through continuous exchange and intenactiith the Panel, the SPREP has
developed capabilities in the areas of financitdgrity and institutional capacity, as well

as increased transparency and improved systemaréoenting and dealing with fraud

and corruption.

! See https://www.adaptation-fund.org/sites/deffileis/ AFB.B.22.4 Report of the Accreditation Panef.pd
2 See also http://www.sprep.org/index.php

3 American Samoa, Northern Mariana Islands, Coanti$, Federated States of Micronesia, Fiji, French
Polynesia, Guam, Kiribati, Marshall Islands, Naudew Caledonia, Niue, Palau, Papua New Guinea,
Samoa, Solomon Islands, Tokelau, Tonga, Tuvaluyganand Wallis and Fortuna
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Reflecting its latest findings, the AP decided éoammend to the AFB the accreditation
of the SPREP, representing one one of the few loagnizations in the region which
can handle medium and large projects in individwahultiple countrie$.

2.1.2 Other Cases Under Review

For the remaining thirteen projects in the accedidih pipeline, the AP partially
requested further information and explanation fritn@ applicants on some outstanding
issues, while some proponents already showed pirmnsogress and strong profiles to
serve as implementing entities of the Adaptationd=lAs a way forward, the AP will
resume their consideration at its 15th meetingn@rsessionally.

2.2 Small Grant Window

The review of one particular NIE (NIE039) promptée AP to reflect on the creation of
a "small grant window", presumably inspired by tBeuth African concept for the
establishment of a Small Grant Facility in the Mopand Namakwa District

Municipalities that was endorsed by the AFB aRitst meeting.

Reason for this deliberation lies in the experisnte AP made during the accreditation
process of the aforementioned NIE that has beegoorg since April 2012. Being a

small entity (staff of less than 10 people) nomedaby a very small country, the

applicant showed major gaps in terms of meetingéeheired fiduciary standards set out
by the AF. However, with help from the AP througbntinuous interaction, the NIE

managed to work on some of the issues addressia: AP in early meetings.

By now, the NIE has mostly gathered experience héthdling individual projects with a
total budget of less than USD 50,000, while onlgasionally dealing with up to USD
100,000. Nevertheless, the AP concludes that ttéutional capacity to handle projects
in this respective range is appropriate, afterNie invested vast effort to develop the
required systems and processes. Still, the AP edtionates that the additional steps
necessary to meet the full fiduciary standarddhefAF and being able to handle projects
of up to USD 10 million would require extraordinagffort and commitment by the NIE
and would, above all, require a respectable amoiutimne.

Based on these findings, also considering that fi&® Small Island Developing States
or other smaller countries may face similar diffims, the AP considers conducting a
field visit to the NIE to examine the necessity fbe establishment of a "small grant
window" under the AF Trust Fund that would partaily serve the needs of smaller
NIEs such as NIE039, while additionally requesting secretariat to develop options for
the technical set-up of such a funding window Far hext AFB meeting.

2.3 Re-Accreditation Process

Besides reviewing applications, the AP also corithalaborating on the design of a re-
accreditation process, a discussion that the Biodtidted at its 20th meeting. According

4 A detailed rationale for the accreditation of 8REP can be found in Annex | of the presented dentim
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to paragraph 36 of the Operational Policies andd@liries of the AF the initial
"accreditation will be valid for a period of 5 ysawith the possibility of renewal". Up
until now, however, it has not been outlined how tpossibility of renewal" shall be
interpreted and implemented. The accreditationsdDP, World Bank (MIES) and the
Centre de Suivi Ecologique (CSE) of Senegal (NEgch the five-year mark in March
2015. Therefore, a decision on this matter is needdhe near future, to allow for the
necessary preparation by the implementing entiféghe 14th AP meeting, the Panel
exchanged ideas and views on the matter and det¢aetbvelop a full proposal in
collaboration with the secretariat for the AFB tmsider at its upcoming meeting.

Building on this, the key points of the correspogdproposal that will be presented to
the AFB for consideration are highlighted in thédaing:

The proposed procediraequires previously accredited entities to submitnew
application, describing potential changes to thgaizational structure, new policies
adopted, providing the latest internal and extemalit reports or indicating any key
personnel changes that might have occurred duhiegcourse of the 5 years since the
initial accreditation had been granted. To remimgblementing entities of the need to
resubmit an application along with the supportinguments, entities will be notified 15
month prior to the end of their accreditation cycle

In concrete terms, after organizations have indtatheir intention to renew their
accreditation, the reapplication will be assessed@ing to three aspects:

a. the continued compliance with the Fund’s fiducistgndards

b. the ability to comply with the Funds (yet to be ptdnl) environmental and social
policy

c. the results of the assessment of the implementitity's performance regarding
quality at entry and project/programme implementati

Regarding a timeline according to which the reajmglyentity must resubmit the
necessary documentation, the proposal providesiydeadline of 9 months prior to the
expiration of the respective entity’s accreditatiom avoid potential gaps between the
expiration of an accreditation and the grantingesfccreditation.

3 Items to be considered by the Project and
Programme Review Committee (PPRC)

The Project and Programme Review Committee (PPR@sSponsible for assisting the
Board in tasks related to project and programmedewevin accordance with the
Operational Policies and Guidelines (OPG), and fmviding recommendations and
advice to the Board thereon.

® See https://www.adaptation-fund.org/sites/deffiles/OPG Revised 4.4.12 (with annexes).pdf
® For the full proposal, please refer to Annex fithee presented document

7 Accordingly the UNDP, the World Bank and the CemteeSuivi Ecologique will be notified in December
2013
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3.1 Report of the secretariat on initial screening/technical
review of project and programme proposals

This document outlines an overview of all projecifpamme proposals submitted by
Implementing Entities (IE) to the Fund, for apprioga this meeting. It also presents
findings of the process of screening and techm@akw of proposals submitted.

For this meeting nine regular projects and prograsimave been submittedvith the
total requested funding amounting to US$ 83,516,F9% out the proposals are project
concepts, with a total requested funding of US$@6,375 and four are fully developed
requesting funding of US$ 38,409,920. The proposaikided average Implementing
Entities management fees of 7.0%, and an aver&$ Tor the execution costs. This
means that all proposals are in compliance wittBibard decision to cap execution costs
at 9.5% of the project/programme, and Implementigities fees at 8.5% of the
project/programmes budget.

One concept was submitted by the World Food PrograufWFP) - acting as a MIE - on
behalf of the Government of Indonesia. The other ttoncepts were submitted by NIEs
for Chile (Agencia de Cooperacion Internacional @Ghile, AGCI), Costa Rica
(Fundecooperacion para el Desarollo Sostenibledéasoperacion), Jordan (Ministry of
Planning and International Cooperation, MOPIC) &uatocco (Agency for Agricultural
Development, ADA). Three NIEs submitted fully deygéd proposals. These are the
NIEs for Benin (National Environment Fund, FNE), iga (National Environment
Management Authority, NEMA) and Rwanda (Ministry dflatural Resources,
MINIRENA) submitted fully developed project/program documents. The last fully
developed proposal was also submitted by WFP oalbehNepal. It is the second time
that proposals of NIEs outhumber those submitteitis.

Table 1: Project proposals for AFB 22

Financing Execution

requested IE Fee | IE Fee | Cost EC (% of
Country IE (USD) Stage (USD) (%) (USD) Total)
NIE proposals
Benin FNE 8,913,255 | Full project 669,000 8.11 715,255 8.68
Chile AGCI 9,970,000 | Project concept 800,000 8.72 810,000 8.83
Costa Rica FPDS 9,970,000 | Project concept 750,000 8.13 860,000 9.33
Jordan MOPIC 9,226,000 | Project concept 723,000 8.50 703,000 8.27
Kenya NEMA 9,999,886 | Full project 720,331 7.76 805,076 8.68
Morocco ADA 10,000,000 | Project concept 0 0 850,000 8.50

MINIREN

Rwanda A 9,969,619 | Full project 602,637 6.43 757,883 8.09
NIE Total 68,048,760 4,264,968 5,501,214

8 All of the nine submissions are proposals for tegprojects and programmes, i.e. they requestifignd
exceeding US$ 1,000,000
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MIE proposals

Indonesia WFP 5,940,375 | Project concept 463,375 8.46 475,000 8.67
Nepal WFP 9,527,160 | Full project 746,367 8.50 129,765 1.48
MIE Total 15,467,535 1,209,742 604,765

Overall Total 83,516,295 5,474,710 7.02| 6,105,979 7.82

According to the document there were no particiganes identified during this review
process. This AFB meeting marks the second time ttitea number of NIE proposals
exceeds the amount of those from MIEs. This isrehily a good sign, as it shows the
continued relevance of the direct-access modatitydeveloping country institutions.

However, as discussed during the last AFB meetihg, decreasing number of MIE
project proposals may also be accounted to thegrosving MIE project pipeline and the

respective awareness thereof by potential propenent

3.2 Joint Report by the Secretariat and the Trustee on the
Status of the Pipeline

At its 17th meeting, the AFB decided to establishipeline queuing fully developed
projects and programmes that have been approvétetBoard but exceed the 50% tap
that limits total funding of projects directed thgih MIEs to half of total resources of the
AF, complemented by a set of criteria accordingvkich projects are prioritized within
the pipeliné®. This 50% cap of total funds requested has beeregbed for the first
time at the 19th meeting of the AFB, causing theaton of the pipeline with MIE
projects awaiting additional funding resources.

In the course of the present AF Board meetingstuetariat and the trustee of the AF —
the World Bank — will provide an update to the Rbamembers on the status of the
project pipeline, outlined in the correspondinguioent?.

Since the previous AFB meeting, the AF was ablel®ase - for the first time - a project
or programme from its pipeline (for Guatemala by tiNDP), owing to the fact that the
donations by Sweden and the Brussels Capital Rduioe been transferred to the AF
Trust Fund. Therefore, the pipeline of the AF nawnprises seven projects with a total
amount of US$ 48.68 million, dominated by the UND®jich submitted six of them.
Assuming the current proposal by the World FoodgRimmme on behalf of Nepal
achieved approval, the pipeline would look likeisiirated in the following table.

° See decision B.12/9

10 See decisions B.17/19 and B.19/5 respectively

1 The criteria are sequentially applied as follodate of recommendation by the PPRC, date of submissio
and the lower “net” cost

12 https:/iwww.adaptation-fund.org/sites/default&fieFB.EFC_.13.Inf_.1_Joint report by the secretamiat
the trustee on the status of the pipeline.pdf
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Table 2: MIE Pipeline as of 30 September 2013

Net cost,
uss$
Submission | Million Request,
Recommendation |date (Criterion | US$ Cumulative,
Country date (Criterion 1) | (Criterion 2) | 3) Million US$ Million
Projects added at the 19th Meeting
Cuba (UNDP) 12/14/2012 10/8/2012 5.59 6.07 6.07
Seychelles (UNDP) 12/14/2012 10/8/2012 5.95 6.46 12.53
Myanmar (UNDP) 12/14/2012 10/8/2012 7.29 7.91 20.44
Projects added at the 20th Meeting
Uzbekistan (UNDP) 4/4/2013 1/28/2013 4.99 5.42 25.86
Belize (WB) 4/4/2013 1/28/2013 5.53 6.00 31.86
Ghana (UNDP) 4/4/2013 1/28/2013 7.64 8.29 40.15
Projects added at the 21st Meeting
Mali (UNDP) 7/3/2013 4/24/2013 7.86 8.53 48.68
Projects potentially added at the 22nd Meeting
Nepal (WFP) ? 8/26/2013 7.86 8.53 57.21

Accordingly, the total amount of additional res@saequired to implement all projects
in the pipeline would increased to about US$ 11Hionj since only 50 cents of every
dollar can be allocated to projects from MIEs.

The document then alludes to the difficult finahaiguation of the AF, by highlighting
that the estimated funding available would pern®$21-25 million in new project and
programme funding approvals annually to 2020, a&tng into consideration amounts
required for the administrative budgets of the Bo#s secretariat and the Trustee. This
implies that without further donor contributions arsubstantial increase in the price of
CERs (which have shown only a slight increase sihedast AFB meeting) - while also
maintaining the 50% cap limit - it may not be pb&sito fund the current MIE pipeline
for several years to come.

4 Items to be considered by the Ethics and
Finance Committee (EFC)

The Ethics and Finance Committee (EFC) is resptdgdr providing advice to the
Board on issues of conflict of interest, ethiceafice and audit. The EFC will hold its
13" meeting prior to the current AFB meeting, to exaenihe following documents
before providing recommendation to the Board faisbn.
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4.1 Annual Performance Report: FY2013

All projects funded by the AF are committed to sitbmn annual report on the
implementation after the first year of implemerdatiand every year thereafter. This
document is the second annual performance repdtioyAF's Secretariat. It provides an
analysis of project/programme approvals througlddg 2013, an elapsed time analysis,
expected results from approved projects/programiaesyell as a summary of progress
made for projects/programmes under implementatoirY 2013. It also outlines the
management effectiveness and efficiency indicdtorthe Fund.

As of 31 July 2018, 28 projects/programmes for a total US$ amount8£.3 million
have been approved for fundirgin addition, the Board also approved seven project
formulation grants for a total of US$ 209,000. Tyetwo projects are currently under
implementation, for a total grant amount of US$.248llion. A total of US$ 59 million
has been disbursed to implementing entities (32%ppfoved amourif)

Approvals Cumulative
Projects approved 28
Grant amount (excluding fees and execution costs) 157.2
Execution costs 13.64
Entity fees 13.50
Grant amount approved 184.3
Fees as percentage of total grants approved 7.9%
Approvals by FY

FY11 FY12 FY13°
Projects approved 10 15 3
Grant amount (excluding fees and execution costs) 513 90.2 157
Execution costs 49 7.7 1.04
Entity fees 44 19 1.2
Grant amount approved 60.6 105.8 17.9
Fees as percentage of total grants approved 78% 81% 7.1%
Projects Under Implementation
Total number under implementation 22
Value of projects under implementation 1439
Percentage of total grant amount approved 78%

Figure 1: Adaptation Fund at a glance (As of 31 July 2013)

13 The 31 July date was taken instead of the endr@BR30 June) to include the final Board meeting of

FY13 (originally scheduled for end of June but luseaof scheduling conflicts was undertaken theé viesek

of July)

14 At its twelfth meeting the Board decided “That thenulative budget allocation for funding projects
submitted by MIEs, should not exceed 50 per ceth@total funds available for funding decisionsha
Adaptation Fund Trust Fund at the start of eachisesThat cumulative allocation would be subject t

review by the Board on the recommendation of thggetand Programme Review Committee at subsequent
sessions; (Decision B.12/9)

15 See Document AFB/EFC.13/hnual Performance Report: FY20i8be found on
https://www.adaptation-fund.org/sites/default/filsB.EFC_.13.3 Annual Performance Report 2013_0.pdf



Briefing on the 22nd Meeting of the Adaptation FilBwhrd 13

Water
Management
1%

Food Sector
18%

Rural | T
Dmﬁ;mntwr

Figure 2: Numbers of projects by sectors

In terms of geographical distribution, the Asiagiom with eleven projects/programmes
has received the largest share totalling US$ 68lomin grants (37%), followed by

Latin America and the Caribbean with eight projgmtogrammes totalling US$ 57
million in grants (31%) and Africa US$ 53.7 milliaf29%). In addition the AF has
funded a myriad of adaptation activities coverieg knajor adaptation sectors.

The AF required from its accredited entities, t@artsthe implementation of the projects,
no longer than six months after the first cashsf@m This has not always been the case,
as domestic political changes in the recipient tues often lead to the delay of the
inception of the project. The start of any projestsnarked by the submission of the
inception report which should follow, no longer thane month after the inception
workshop. Currently, three projects have exceeded donceded time to start the
projects'® The implementing entities of those projects hasagmitted an explanation of
the reason of the delay.

In term of compliance of the projects with the sevwey Fund-level outcomes, the
document points out the difficulty to aggregateigatbrs at the portfolio level with the
Fund-level outcomes. This is due to the diversitieactivities and purposes of the AF
projects, which renders challenging to provide aggted quantitative results comparable
with all portfolios. Also the flexible nature oféhFund’s results framework and the lack
of common measurement of the indicators is an innpext. This is due to the fact that
project and programme proposals are only requoagport on one Fund level outcome
indicator.

To address this, the secretariat has suggestes wtémprove the system. This change
has been developed in the tracking system to leecalssidered at this meeting, as well.
At this stage, it is important to mention that th@cument suggests a revision to the

8 Two of the proposals have been implemented by WRauritania and Sri Lanka and one by IFAD in
Lebanon
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results tracker and the addition of several impaditators to facilitate the aggregation of
Fund level results, to provide accurate informatmm performance, to demonstrate
progress toward the Fund's stated goals. This shéadilitate the coordination and
streamline performance information. All these eletaeare critical to the Fund in its
drive for transparency and will aid in demonstrgtirlue for money.

In reviewing the PPRs the secretariat detectedatio msues: ijmplementing entities are
not providing data on expenditures at the outpuelgii) The results tracker is either not
being completed or is being completed incorredtfth regards to the first issues, many
implementing entities have been providing data ebraponent level, which is made up
through aggregation of several outputs. This rendeerefore difficult to break down
those aspects of the project/programme that anegbieinded at a particular stage. It
therefore suggests providing output level expemngitlata, to adequately allow the Fund
to know, where funds are ultimately being directtbéreby increasing transparency and
accountability. With respect to the second isslie, secretariat has introduced a checklist
to clear the PPRs. This measure is meant to over¢benperiod between the submission
of baseline, the mid-term report and project cotiqhereport, during which projects
proponents are not required to provide completedlrérackers.

The document also mentioned that the secretanebriking to track closely two issues: i)
on gender, the assessment consists of lookingeaxtent the gender balance is reflected
in the AF funded projects. Last but not the ledis¢ Secretariat is working towards
appraising the structure of projects, as to soconattich extent they are framed to allow
replicability and up-scaling of interventions.

4.2 Results Tracking

The Adaptation Fund Strategic Results Frameworkudes the long-term goal,
outcomes, outputs, and a small set of indicatarshi® Fund as a whole. The Adaptation
Fund works toward the achievement of the overadll gmd outcomes. Thus, any funded
activities through the AF needs to align with thené's results framework and directly
contribute to its overall objective and outcoffies

Given the growing portfolio and the increasing nembf projects under implementation,
the AF would benefit and track its own evolvemeifitjt amends its approach of
collecting data as well as adding new impact datty its own standards, as done in most
of the funds. The rationale of introducing this di@ent is to improve the process
currently in place and allow the AF to steadily umijand improve its practices as it
evolves.

Background to this discussion commenced at tieréeting of the AFB, as the Fund
introduced a results framework, structured to m#éet objectives of reducing
vulnerabilities and improving the adaptive capatitface the impact of climate change.
The Fund's current results framework consists wéisekey outcomes, covering a broad
range of activities from improving physical infragtture or restoring natural habits to
raising awareness or diversifying livelihoods.

Consequently, there is a need for results tracktiag) foremost introduces indicators to
enable the comparison across projects and programwe the project level, as

1 AFB/EFC.13/3, p.9
18 AFB/EFC.1/3/rev.1 June 16, 2010
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mentioned above, the AF could benefit from the ain@mt of its data collection
approach, by introducing impact-level indicators,which all its funded projects could
report. The Fund is faced with the difficulty th&t flexible reporting modalities not
allow comparability across project/programmes. irffermation so far provided by the
IEs are incomplete, due to the incompleteness sélvee provided by the implementing
entities in the first year. This baseline is essétd take stock of the situation as the very
beginning of each projects and tools to track #wlt. Even projects pursuing the same
outcomes, the indicators provided by the diffeierglementing entities are often not the
same, as the aggregation of different data by réiffie entities renders difficult the
comparison across projects and programmes. Thiseebates more or less the tracking
tasks, whether the Fund is on track with its overajectives. Currently, the Secretariat is
adjusting the Fund's excel sheet based trackeictyporate impact-level indicator. It has
also integrated news data requirements to ensatéht baselines become complete.

At the Fund level, there is a broad recognitiorihef integration of direct access into the
Fund's result framework. Other aspects of an olvevalluation of the Fund should be to
examine its accreditation process. Thereby, it il useful to assess how far national
institutions through the accreditation have streaged their capacity to mobilize climate
finance. The evaluation should draw lessons andldpvn-depth few case studies on the
impact of the accreditation process on entitiesaddition, direct access as innovative
feature of the Fund has not yet been fully integtanto the Fund's result framework. As
of now, some quantitative indicators such as (nunddéeNumber: of NIE applications
received, of NIEs accredited, of proposals subuhitig NIEs, etc.) have been tracked.
Nonetheless, the AF's secretariat has been engageéstussion with entities about these
benefits of using the direct access modality, witheo systematic recording of accredited
entities’ experience. To begin tracking data ors thkperience, the secretariat will
develop an exit survey for accredited entities aket Such a survey is vital for the
collection of basic qualitative data.

The document also provides a timeframe for acatdit and the secretariat will
continue to follow the latest trends in resilienceasurement and feedback lessons
learned from the Fund’s experience with projectgjprmmes on the ground.

The fund-level outcome and output indicators caddve as a basis to analyse sub-
sections of the portfolio or to undertake qualitatianalyses. However, the project level
remains the pedestal that guarantees that the Alfhweet its objectives.

First, it is important that the AF adopt clear disttion between qualitative - such as
fund-level outcome and output indicators - and ditative - such as number of
communities, households, or individuals - standavidkile the quantitative standards are
easier to track, the qualitative standards requarelear definition and description in the
project proposal to allow better understanding htawcollect and subsequently track
them. As adaptation is local-specific, the AF idladvised to set its criteria as flexible
as to allow the proponents to truly reflect thedbspecific needs. However, the flexibility
should be accompanied with a stringent baselinéorbethe start of any projects. The
baseline is, in our view the reference document 8feould guide the whole result
tracking exercise. It is important that the ann&®abject Programme Report includes the
advancement of the implementation against thensiitators identified in the baseline.
The implementing entities should strive to achithese standards to ensure a high
quality process and associated outputs, in thegiestiage of the CBA project cycle.
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The three impact areas are good starting pointsthey are broad and could be generic
according to the specific local adaptation needsr. iRstance, for

a) Reduction in vulnerability, increased adaptive capacity of the communities

One needs some clear and achievable goals for neguailnerabilities and increasing

adaptive capacity of target groups to climate cheangor instance, one can use the
number of target communities, households and iddals that have been identified are
particularly vulnerable to climate change. The iators should also include an

approach that takes into account different vulndiigbof gender, children, elderly as

well as other relevant social, political and economifferences.

b) Increased ecosystem resilience

For this, one needs indicators for how the ecosystervices protected through the
project have, for instance, improved the livelinead the targeted people; or indicators
for the impacts of current and future climate hatzapn livelihoods of different groups
and on the ecosystems upon which they depend.buastot the least; one could also
introduce indicators on ecosystem services thaehmeen increase as consequence of the
implementation of a project.

¢) Strengthened policies that integrate climate reslience strategies into local and
national plans

For this, one needs indicators on existing (loagional/national) government policies
and programmes that may represent opportunitidsaoriers for adaptation.

4.3 Financial Issues

4.3.1 Adaptation Fund Trust Fund: Financial Report Prepared
by the Trustee

As is customary at each AFB meeting, the trustethefAF - the World Bank - will
present a report on the financial status of theptatéon Fund Trust Fund to the EFC.

Accordingly, as of September 30, 2013 the totabueses received amount to US$
342.53 million, consisting of US$ 188.61 millioniginating from CER sales and US$
151.32 million on the part of donations. The inse@ the donations account is referable
to the execution of the donation agreement withd&mneand the Brussels Capital Region,
whose contributions of 100 million Swedish kronadat US$ 15 million) respectively
US$ 1,586,400 have been received in the Adapt&tiom Trust Fund. Since April 2013,
the CER monetization programme brought about US®,08D in new additional
resources. Deducting the funding decisions todhie leaves the total amount to support
new funding decisions at US$ 127.35 million.

The document presented by the trustee also cordginsjection of funds available up to
December 31, 2020 based on analytic estimates & SEuance and current level of
pledges. Depending on the underlying scenario daggirCER proceeds (low, medium,
high), the total amount of resources availabletli@r period up to end-2020 thus ranges
from about US$ 170 million to US$ 200 million (gp to US$ 25 million per year).

As stated, the available document captures thadinbstatus of the AF Trust Fund up to
September 30, 2013. However, the trustee will &sld a presentation at the Board
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meeting revealing a revised and updated statusrtrépat also entails most recent
financial developments.

4.4 Issues Remaining from the 21st AFB Meeting

4.4.1 Proposal of Environmental and Social Policy

Introducing a new policy into an operationalisechdfy whose operation policies and
guidelines are already designed and applied, iaydwot an easy undertaking. Yet, at the
beginning of his chairmanship, Mr. Hans-Olav Ibrdidm Norway highlighted that this
year, the AF Board needs to endow the Fund withd&nvironmental and Social Policy
(ESP) that should upgrade the Fund among the itivevamong its pair under the
finance architecture. For the AF, the introduct@nESP means explicitly adopting an
ESP, and amending its Operational Policy and Gimeg] as to include the ESP into its
existing requirements for risk assessment and nesnewgt, as well as including the ESP
into its accreditation process. However, this isnrmeant to change the relationship and
responsibilities between the Adaptation Fund Bddné Board), implementing entities
(IE), and executing entities. IE will remain acctabie for risk management associated
with the projects and programmes. Nevertheles$) gaks should be explicitly assessed
and understood to include environmental and sodial.addition, the future (re)
accreditation implementing entities will also appeathe capacity and commitment of IE
to address environmental and social risks.

The ESP is meant to ensure that the AF funded girop@uld not derive in any
unnecessary environmental and social harm to thefisearies and ecosystems. After a
first run of discussions on the proposed ESP atag$ meeting, the AFB tasked its
Secretariat to Jevise the proposal for an Adaptation Fund envinemtal and social
policy incorporating inputs from Board members anterested stakeholders received
through the public call for commefits

Several organizations, institutions and think-treahkve responded to the call for public
comments on the existing ESP proposal. This iseen€, on the one hand, that several
stakeholders track the AF and have real interegtarnwork of the AF. On the other hand,
this shows that the issue of ESP is of utmost agle® for many stakeholders, who very
much appreciate this new impetus paved by the Fund.

The adoption of an ESP will put the AF's policy lime with practices of leading
international funds such as the GEF, the World Bané other International or regional
Bank for Reconstruction and Development and Intenal Development Agency and the
GCF. This is result of the recognition that theil me no sustainable development without
taking into account policy that avoids unreasonaiolé unintended harms. At the time of
rationalization of the financial mechanism of tlomwention, in which funds relevance will
determine their future role, this matters a lotilt position the AF better and make it more
relevant.

The ESP of the AF sets forth here is designed tmrapass and being integrated in all
activities of the AF. Currently, some of the acdemi multilateral and few national
implementing entities have set up or are abouteigth a policy that deals with harms,
associated with their intervention in project arddewever, this means for the rest of the
accredited IE, there is a need for capacity buildinapply these new safeguards.

19 Decision AFB/B.21/6
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As mentioned above, the introduction of the ESP meifjuire an amendment of existing
requirements, such as for effective consultatiothabthey are consistent with the Fund’s
current requirements for consultative processdisardevelopment of projects/programmes
with “particular reference to vulnerable groupssliding gender consideratior.1t also
means that the screening process of project prisptadaes also into account the impacts,
risks and harms that could result from the impleisigon of a project, to rank them
following certain criteria. Depending on the leaeld categories of risks, the IE should rank
the proposed proposal and suggest way to addiess tisks adequately.

As aforementioned, the role and responsibilitiesthef AF and its IE and executing
agency will not change due to the new ESP. Neviedbeaccording to the draft ESP, all
IE running projects of the AF’s shall:

(i) have an environmental and social management sysi@nensures environmental
and social risks are identified and assessed aedhést possible stage of
project/programme design,

(i) adopt measures to avoid or where avoidance isssiligle to minimize or mitigate
those risks during implementation, and

(i) monitor and report on the status of those meastwesg and at the end of
implementatioft-

The above processes should be, of course, in littethhe AF standards of consultative
processes. In addition, the ESP foresees a coropliaith international laws, allows
equitable access, and promotes the inclusion ofjimalized and Vulnerable Groups by
respecting human, indigenous, core labour rightsaddition, it should foster gender
equity and women’'s empowerment, protect human aglghysical and cultural heritage
and public health, avoid involuntary resettlemeamnserve biodiversity, land and soil.
All these important principles will be assessethim next chapter, depending on whether
the AF NGO network has concrete suggestion on lodvest operationalise them.

With regard to the management of the ESP, the re@d\eypforesees, to ex-ante assess the
capacity of any IE to apply the Fund’s standardsaaly at the accreditation level. Hence,
at the accreditation the IE risk management shoafinit, with proven capacity, to assess
and respond to the environmental and social riskgrajects/programmes supported by
the Fund in light of this environmental and socjalicy. In other words, the
Accreditation Panel will examine to which extenHe tto be accredited IE could be
accountable to environmental and social risks. Adiogly, it shall be able to assess
upfront the risks related to a project and presempian, and appropriate measures to
reducing or mitigating all environmental and sodmapacts; and that the implementation
of such measures is monitored and reported.

In doing so, according to the document the IE saddipt an Environmental and Social
Policy Delivery Process. This process is compos$ed o

4.4.1.1 Screening of Environmental and Social Risks by the Implementing Entity

The screening process means first exploring dtkramd harms related to a given project
to be submitted. Secondly, this assessment shedl ebnsider all potential -direct,

indirect, transboundary, and cumulative- impactghi@ project's/programme’s area of
influence that could result from the proposed pridpgogramme. Thirdly, this requires a

20 Adaptation Fund, OPG, “Instructions for ProjecPoogramme Funding for Adaptation Fund,” part lI(H)
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categorization of the risks and proposed commetsaetions that reflects the level of
risks identified. The AF's ESP is broken down ireth categories as following:

1. Category A: projects/programmes, with high potéatitverse impacts;

2. Category B: with less adverse than Category A ptsfprogrammes, because for
example they are fewer in number, smaller in sdats, widespread, reversible or
easily mitigated,

3. Category C: those projects/programmes with no agvenvironmental or social
impacts

For Category B, there is some flexibility that alkothe approval of the project, subject of
additional agreements, which are concluded in to&JM'he AF Secretariat could at any
time of the screening process of projects requethdr clarifications pertaining to some
potential risks, which in their views are not adsgly cover in the submission.

4.4.1.2 Environmental and Social Assessment

Basically, the environmental and social assessinastto be completed upfront before
submission of many projects to the AF. The ratienal doing so is to categorize the
projects according to the risks they are associaidd The requirements for social and
environmental assessments are more stringent umenat the projects are ranked under
the two first Categories.

The assessment shall thilsdonsider all potential direct, indirect, transbodary, and
cumulative impacts and risks that could result fritve proposed project/programme; (ii)
assess alternatives to the project/programme; a@ipdagsess possible measures to avoid,
minimize, or mitigate environmental and social siskof the proposed
project/programme.

In some Category B projects/programmes, propostdtaes requiring such assessment
represent a minor part of the project, and whehlugian in the proposal is not feasible, a
timeline for completing the environmental and sbeissessment shall be undertaken
before the construction begins. This shall be ipomated in the agreement between the
Board and the implementing entity following the jpat/programme approval and the

advancement towards addressing those risks nedx teeported through the annual

project/programme performance repartn this case, the findings of the environmental
and social assessment are to be transmitted té\Fle Secretariat as soon as they are
finalized.

All submitted proposals are subjects of screenirgggss against the AF policies and
guidelines by the secretariat, which include itER screening proposals, the secretariat
may require further information from the implemegtientity on the environmental and
social assessment, mitigation, and managemenskd, lif deemed necessary.

4.4.1.3 Environmental and Social Management Plan

All proposals associated with social and environmisfs need to be accompanied by an
environmental and social Management that identtfiese measures necessary to avoid,

21 Document AFB/B.22/5 Proposal of ESP, p.9, httpsull.adaptation-
fund.org/sites/default/files/AFB.B.22.5. Proposed/itonmental and Social Policy.pdf
2ibid, p.9

Zibid, p.9
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minimize, or mitigate the potential environmentatlasocial risks, as condition sine qua
non for their approvals.

4.4.1.4 Monitoring, Reporting, and Evaluation

The monitoring and evaluation as well as any anmuaject/programme performance
reports shall include a section on the status glémentation of any environmental and
social management plan, including those measurgsiregl to avoid, minimize, or
mitigate environmental and social risks.

4.4.1.5 Public Disclosure and Consultation

The IE should involve all relevant stakeholdersagsessing the environment and social
impact that come along with the identified projettsaddition, the finding as well as any
proposed management plan of this assessment is awadable for public consultations
that are timely, effective, inclusive, and heldefref coercion and in an appropriate way
for communities that are directly affected by thegmsed project/programme. Lastly, the
secretariat of the Fund is requested to discloseirformation received. During the
implementation of the projects, the IE should ipating to the Board on the evolution of
the projects shall provide any actions undertakenatidress the risks along the
management plan

4.4.1.6 Grievance Mechanism

A grievance mechanism should be put in place byiEthat provides people affected by
projects/programmes supported by the Fund with @essible, transparent, fair and
effective process for receiving and addressingr tbemplaints about environmental or
social harms caused by any such project/programme.

4.4.2 Integration of the Fund’s ESP into the Accred itation
Process

When it comes to direct access under the finamegdhanism of the Convention, the AF
has been playing a pioneering role, just not omy dllowing direct access to its
resources, but most importantly for having pilotttd implemented these innovative
access modalities. However, the AF lies behind rotheltilateral institutions, when it
comes to mitigating environment and social risksatticome forth from the
implementation of certain activities it may financk is generally acknowledged
nowadays, that the appliance of ESP during theemphtation of project (ex-post) is not
sufficient for meeting the safeguards. To a gredégree, it is rather important to ensure
—before the accreditation (ex-ante)- that the iestiteceiving funds at their institutional
level commit at the highest managerial level talalihe environmental and social policy.

This document outlines option for the Board, on howake the AF’'s ESP along into the
accreditation process. It presents three optiomsnfodification of the accreditation

process and outlines the necessary changes that¢heditation process may require for
the Accreditation Panel experts to assess theyabflithe applicants to comply with the
proposed policy.

Option 1:This option requires from all accredited entitidthe AF to provide evidence
of capacities to comply with the environmental andial policy. It would also require the
development of a new process overlaid on the aitetemh process to review the
standards of currently accredited IEs. In additialh,applicants currently under review
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would be asked to provide evidence of their abttityomply with the policy. This means
in other word that any entities should bring probftapacity to comply with the policy
upon approval. In addition, it implies that it wduletroactively change the condition of
IEs by requiring them to be submitted to a new editation process in order to meet the
new standards.

Option 2:Keep the status quo, by relying on review for cdamgle with environmental

and social policy. This is the simplest way for &e. However, it will strategically place

the AF in a bad position compared with other clen&ind that applied an ex ante
application of environmental and social safeguaad, key requirement for the
accreditation process.

Due to the pros and cons of the two-elated optithres AF Secretariat proposes a third
one “phase-in the policy through a tiered approadtiis option proposes different
requirements at different stages of the accredigtrocess

Option 3:a tiered approach to rolling out the environmeatad social policy by setting
four categories.

4.4.2.1 Accredited IE with approved projects/programmes

For accredited IEs, there will be no retroversiesessment of the accreditation status
against of compliance with the AF’'s ESP. This widippen only in the re-accreditation.
However, additional reporting requirements are sgag/, as to nonetheless ensure that
the projects currently implemented will not bringyaenvironmental and social harm.
This additional information will be transmitted \iae Project Performance Report (PPR)
contained in document AFB/B.22/5 and during the mooimg and evaluation of AF
Projects.

4.4.2.2 Accredited implementing entities without approved projects

This option will apply to those IE, whose compliangith the AF’s ESP has not been
assessed at the accreditation stage, but still atveeceived any funding from the AF. In
this case, in approving a proposal, the IE will caimto apply the Fund's ESP in
implementing the approved project. The ESP will sadbject of a paragraph in the
agreement signed with the Board and will thus Igallg binding. Therefore, accredited
implementing entities will have to use the amengedject/programme submission
template that will include information relevant foompliance with the environmental
and social policy, if approved, and the modifiedRPP

4.4.2.3 Entities under review by the Accreditation Panel

This option is for entities that are under review the Accreditation Panel or quite

advanced in the accreditation process. AccordinBlytities that are close to being

recommended for accreditation may be treated hkse already accredited entities, but
which have not yet received any funding for proagramme implementation as

described above. Depending on how advanced theyinathe process leading to a

positive recommendation by the Accreditation Patelse entities may receive guidance
or support through the accreditation process fongimnce with the environmental and

social policy, if approved.

4.4.2.4 New applicants for accreditation

The ESP of the AF will apply in the future to afitéies seeking (re-)accreditation by the
AF. They shall accordingly (i) have an environméatad social management system for
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assessment of environmental and social risks at dhdiest possible stage of
project/programme design, (ii) adopt measures tidaer where avoidance is impossible
to minimize or mitigate those risks during implenagion, and (iii) monitor and report on
the status of those measures during and at thefenmglementation.

4.4.3 Required amendment in the Operational Policie s and
Guidelines

The document outlines the required amendment in @qeerational Policies and
Guidelines (OPG) of the AF proposed by its Seciataas to ensure that implementing
entities have the ability to implement the polidloteworthy is that some accredited IE
will need further capacity building, as to allovatithey are able to implement truly the
ESP. Thus, the whole ESP discussion should go imaimahd with the readiness activities
under consideration by the Board. The major changthe OPG will happen in the
request for project/programme funding from the Ad#pn Fund, particularly in the
instruction for preparing a request for projectsgpammes funding from the Fund. This
instruction has been modified for a better insertod the ESP in the requirements to the
IE stipulated in the OPG. Of course, because ostlope of this paper, one cannot get in
depth with all amendments. Rather, this part witiphasize key modifications that are
worthwhile being mentioned.

Firstly, the best ESP will only make sense if itsigbject of a meaningful, inclusive
consultation with the beneficiaries and relevaaksholders. From NGO perspectives,
the consultative process paragraph (H) is one o$ehimportant criteria. The new
amendment stipulates that environment and socs&sament should take place as early
as possible and should involve all stakeholdersaddition, it states the management
plan, which schedules and provides appropriate uneat® mitigate and avoid risks
related to the project shall be made availablepigiblic consultations that are timely,
effective, inclusive, and held free of coercion ameén appropriate way for communities
that are directly affected by the proposed propeogramme.

Secondly, the focus on the most vulnerable groomnes one of the utmost requirements
to ensuring a best application of environmental social safeguards. Paragraph (B) of
the instruction provides guidelines how to ensureenv implementing project and
programmes of the AF a special focus is given ® niost vulnerable. The adjusted
amendment to integrate the ESP foresees that akyofi marginalization of minority
groups or indigenous people should be ruled out.

4.4.4 Assessment of the revised ESP against the sub  mission of
the AF NGO

Following the example of other stakeholders andhoizations, the AF NGO Network

has responded to the call of proposals by the 8e@e by submitting its views on how

to enhance the AF's ESP. This part analyses thpogenl ESP proposed by the AF
Secretariat against the propositions made in thdN&P’s submission and the numerous
other submissions. It aims at identifying thoseaarthat are in our view not sufficiently

addressed.

The proposed policy at the last board meeting neaik as guiding principles rather than
a policy. It was also not every explicit in providiguidance on how the principles should
be guided, applied, how trade-offs and synergies@mbe managed and more importantly
how compliance is to be effected. The AF NGO, hemesy much appreciates the
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insertion of the ESP into thastruction for preparing a request for projectsdgrammes
funding from the Fund* as well as the proposed changeadoreditation application to
integrate ability of applicant to comply with Fusdéenvironmental and social polf¢y
This holistic approach is very important in setting an environment and social policy
framework.

The new proposed policy is more comprehensive thaifirst draft proposal discussed at
the last Board meeting. It also boosts the Fungjsctive to help vulnerable communities
to adapt to climate change, by covering the majoicerns to the global communities.

However, it remains in some parts generic and lageksiding in-depth guidelines on
how to better operationalise the ESP. Furthes itriportant that the ESP provide some
definition of key elements such as indigenous peopy clarifying who is seen as this
group and how they should be protected througHhe®¥e. It is appreciated that the ESP is
kept as simple as possible, to allow flexibilitiasd the taking into account national
circumstances in the implementation of the ESP. él@w, the trade-off should not be on
the cost of consistency. Often, simple guidelines& ga big room for confusion and
interpretation. For instance the term "signifi¢amthich is often used in the AF's ESP, is
by nature vague, if it is not clearly defined ovegi tools to measure the significance of
some measures. In the "Categories B" for instawbere the impact are not high ranked
like in Category A, or they are fewer in number,afler in scale, less widespread,
reversible or easily mitigated. This means thatigrificant” negative impact may be felt
by a certain percentage of affected communitieat@ specific site only, but when this
impact is set against the broad scope of the prdj@is negative impact may be rendered
“insignificant.” In addition, it is important thahe AF provide more clarity with respect
of the categorization of projects. In doing so, areds a set of criteria, to be fulfilled for
each category. Particularly, the trend line betw€ategory A and B should be further
defined.

In addition, to some extend, the new document failgrovide clarity on what would be
considered an acceptably low level of environmeatal social risk. Nor it is clear about
what would be considered to' have potential to eaignificant environmental or social
harm'. After due diligence screening of the newuthoent, it is important to us that the
Board pay due attention to some elements in thetegty by considering the following
comments:

With respect to Environment and Social Principl&$th respect to the compliance of the
AF's funded projects with domestic laws, it is impat that, -in case that some recipient
countries do not truly implemented UN declaratiamsl rights- that the IE running the

AF projects commit,_as far as it is nationally pbkes to adhere to the law with the

highest standard of environmental or social pratact

Principle 4 and 7, which are related to marginaizgoup and indigenous peoples
respectively, we suggest introducing the notionFoée Prior and Informed Consent
(EPIC). The rationale behind is to inform them aboutrtregnitude and potential impacts

24 AFB/B.22/5.Add.1: Environmental and Social PolicypePationalization: Proposed Amendments to
Operational Policies and Guidelines for PartieA¢oess Resources from the Adaptation Fund related
Templates, and Instructions, to be found on: hftpew.adaptation-
fund.org/sites/default/files/AFB.B.22.5.Add_.1_Rewvisdo OPG and related templates.pdf

25 AFB/B.22/5/Add.2: ESP of the AF option fort he Adtitation Process to be found on
https://www.adaptation-fund.org/sites/default/fikeSB.B.22.5.Add_.2_Environmental and Social Policy
Operationalization Options for the Accreditatioé&ss.pdf
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that may arise from the intended projects, as waellcollectively design the adequate
measures to address the risks identified. Althotlggse vulnerable groups are recognized
in the AF's principle and taking on board in thexsudtative part of the instruction for
project funding (OPG), it is important in order &woid any social impacts, that the
beneficiaries clearly consent and endorse the rigndif the environment and social
assessment. To this end, it is important that tieeat the center of any assessment and
consultation process. This means that they willoxdy participate in, but consulted in a
meaningful way. Any environmental and social assesd should therefore have an
annex in which the potential impacted group shatijgulate their informed consent. This
should ideally happen during the conceptualizagibase. The FPIC has to deal with the
involuntary resettlement (Principle 8). In our viete to be displaced persons need to be
informed about the intended resettlement and tiggit to avail themselves. They should
be consulted during the consideration of optioralalble. And then, they should consent
whether the intended intervention, may be not neaisle in their views. In addition,
during the FPIC, beneficiaries should be offerezhtécally and economically feasible
and culturally appropriate resettlement alternatimed fair and adequate compensation.

Environmental and social management syst&éhe amendment in the instruction for
preparing a request for projects/programmes funéliogn the Fund in its paragraph E
covers how the Environmental Impact Assessment®s)Elshould be thoroughly
undertaken, and how to address social and envinotaheisks associated with the
projects. It also outlines key elements that shooéd considered and covered by
undertaking those assessments. However, the ariatlined are silent on how to ensure
a Free Prior and Informed Consent (FRI@)term of meaningful consultations. In the
paragraph (H) of the same documents related toctimsultative process, it remains
unclear, how the consultative process for the impasessments should look like. The
document is here silent on the level of inclusidpamd consultation with the groups
identified in the ESP's principle. Rather, it dea&m disclosure of the finding. In our
view, the mitigation and avoidance of any risksuisgja meaningful consultation in both
during the assessment of the impacts and the elad»orand implementation of
management plan. Furthermore, in our view, consoittawith the relevant stakeholders
does not automatically imply into consent for thejgct/ programme. When there are
some risked identified that are associated withvargproject, it is important that the
affected groups give their consent, that the messplaned to address those risks reflect
their interest and will not lead to any conflictlween beneficiaries and not beneficiaries.

In term of grievance mechanism, the link of theegance mechanism to the complain
mechanism of the Fund is not adequately clarifladthe case of ESP, the grievance
mechanism should be effective on the ground. Beiaeies, or potential affected should

be informed about the mechanism as well as optmmsake sure that their concerns are
taken on board. CSO could play a due role of theelmanism, in order to provide an

unbiased addressee of the complaints received.

The document does not present any sanction opfiioitise case of non compliance with
the ESP safeguards. Basic questions such as toexteit can grievance mechanisms
stop a project/programme that creates adverse ipepose sanctions and/or make
implementing agencies/entities accountable? Ifethisrdamage to the community, to
which entity does the liability attach?
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4.4.5 Option for programme to support readiness for direct
access

At the last Board meeting, the Board members diaig range of support activities the
Fund could initiate in order to increase the pregaess of potential entities seeking
accreditation by the AF, as well as to enable alitae entities to submit ambitious, high
quality projects. As a result of this discussidre AF requested its secretariat to prepare a
document containing options for support by takintpiaccount the comments made by
the Board as well as recommendations made by tloeeditation Panel and the Project
and Programme Review Committee at its last meeting.

Soon after its call for proposals and accredit&tion2010, the Fund has recognised the
needs of supports for certain eligible countriemiet its fiduciary standards, in order to
success the accreditation process. To address idsesss, four regional workshops had
been organised by the UNFCCC Secretariat in calilmm with the AF Secretariat, with
the view of familiarising Parties with the AF's diciary standards required for
accreditation. Besides the AF efforts, several othg@acity building initiatives have been
set up by multilateral, e.g. the United Nations iEmvnental Programme (UNE#®)and
the United Nations Development Programme (UNDB)d bilateral agencies such as the
German Society for International Cooperation (&iZ)o help developing countries to
understand the AF standards and get their natinsg@utions accredited.

Nonetheless, this has not lead to the increadeeaiumber of accredited institutions even
the number of accredited national implementingtiestihas stagnated throughout this
year. This shows, notwithstanding the support mhed; it is still difficult for countries to
identify the suitable institution and upgrade thewctordingly, as to meet the AF's
fiduciary standards. On the other hand, experientdébe AF shows that even national
implementing entities master the accreditation @sscthey are often not able to submit
qualitative proposals for funding to the AF. Asdarice, out of the 15 so far accredited
NIEs, there are only four that have been able ¢tarsefunding for projects.

It is hence overdue that the AF strengthens iterefbf further supporting countries
through tailored readiness programme that will eckathe ability of existing and
potential NIEs to access adaptation finance — diotyin the context of the establishment
of the Green Climate Fufil The intended programme could build on the inrigeat
features of the AF. In doing so, the intended paogne could help vulnerable countries
to access to adaptation finance necessary to seréze adaptive capacity of their
vulnerable communities. The support programme iannéo pursuit the clear goal of
increasing the number of accredited NIEs as welthas submission of high quality
projects. At this time, when the AF is about itsPE$he programme shall be seen as a
great opportunity to better explain the new safedgias well as their operationalisation
within the entities and around all issues tied Wifis projects.

28 UNEP’s Direct Access Support Programme and Sesvice
http://www.unep.org/climatechange/adaptation/ActegglaptationFinance/UDASP/DirectAccessSupportPr
ogrammeandServices.aspx

2" UNDP Strengthening National Institutional Capasitier Direct Access to Climate Finance
https://www.adaptation-fund.org/sites/default/filds. Colon UNDP_0.pdf

28 Glz Capacity development for direct access to dinfimance
http://www.giz.de/Themen/en/dokumente/giz2012-emate-finance-capacity-development.pdf

29 AFB/B.22/6; Options for a Programme to Support Rezstirfor Direct Access to Climate Finance for
National and Regional Implementing Entities, p.3édfound athttps://www.adaptation-
fund.org/sites/default/files/AFB.B.22®ptions for a climate finance readiness prograrfandlIEs and
RIEs.pdf
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Goal: Increase the opportunity of developing countryiParto directly access climate adaptation finance

Impact: Concrete adaptation undertaken in developing cmtthrough direct access modality is
increased

Outcome 1: Increased capacity of national and regional estiiiemeet the Fund’s fiduciary standards and
[if approved] comply with the environmental and isb@olicy of the Fund (Indicator(s): no of NIE/RIE
applicants; no. of accredited NIES/RIES)

Outcome 2: Increased capacity of national and regional orgdinas to undertake project/programme
appraisals and assess risks, including environtersad social risks, within adaptation
projects/programmes (Indicator: no. of quality poi$/programmes submitted by NIES/RIEs and approve
by the Board)

o

Outcome 3: Improved availability of knowledge for accessingapthtion project/programme finance
through knowledge sharing among implementing @stitndicator(s): no of hits/downloads of materialg
from online platform; Improved understanding (meeduthrough training/workshop surveys))

Outcome 4: Increased ability of national and regional entitigs leverage adaptation finance
(Indicator(s): no of enabling policies adopted, amto of adaptation finance leveraged during
implementation of AF project/programme, amount taged through other sources of funding)

Figure 3: Outline of elements that could be included in a AF Readiness Programme

The programme for support for readiness identdiegriety of activities designed to best
assist developing countries to meet the AF's stalsdind safeguards. The entities will be
provided with support for inter alia) development of procedures for screening projects
for environmental and social risks; b) for undeitak project environmental and social
risk assessment and for formulating risk managemmahs; c) development of a
policy/avenues for public disclosure and consultatiiv) Development of transparent
and effective mechanisms for receiving and resgldomplaints about environmental
and social harms caused projects/progrém3he programme encourages for instance
grant for accredited national and regional entitiesget prepared to submit strong
proposals or to meet the required standards amdysafds for accreditation. This grant
will be allocated to existing initiatives, in forrof additional Project Formulation
Assistance Grant, or micro grant for accredited NMEhe grant will be disbursed either
through relevant institutions providing supportioough accredited NIEs themselves. In
addition, a series of workshops and trainings dse alanned to explain the fund's
requirement and strengthen south-south cooperdtiomill also take advantage of the
existing initiatives and shall strive to not duplie the on-going processes. But rather, it
will aim at coordinating them, with the goal of ansg that they effort primarily seek to
help countries to meet the AF's standards and deasons from previous failure. In
doing so, technical assistance is planed to camthrough suitable institutions, as far
they are proposed by the proponents and dependinther expertise. Also, a pilot
programme -limited to two or three entities- wid funded, in order to help the entities to
up-scale the replication of the outcomes of thgegte. This is an important point, as it

%0 AFB/B.22/6 pp.7-8
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will help the Fund to meet its overall goal. Laat hot least, the support programme will
have a knowledge management component to dissemiesdons learnt from the AF,
show cases of best practices and enhance south-lsmwledge exchanges.

As mentioned above this work programme is a gredttive and contribute not only to

the visibility of the fund, but will position thaufd strategically among other institutions

financing adaptation actions in developing courdri@fhe work programme as it is

outlined is well designed and could be more ambétjdf there will not be a budget

constraint. Along this point, the AF NGO recommetisprogramme to be extended in
term of scopes and activities. With respect tobihdget, the programme should have its
own funding raising strategy, and funding held sapely as not to mingle with the fund

held by the Trust Fund for concrete adaptation ect§. The special fund strategy for
support should convince potential donors, in thsitian to do so, to finance dedicated
support programmes for readiness run by the AFh@dgh, the first focus of the support
programme should be to prepare entities to meetAhs standards, it should not be

solely limited to this. Rather, the programme sHaalko strive to insert as an ongoing

exercise those emerging requirements, for instaliloe those to be put in place by the
GCF. In our view, the document should also givearamnphasize to those countries that
are not accredited yet, or reluctant due to theiarf of not being able to meet the AF's
standards. It should open the doors not only faséhin the accreditation pipeline, but

also those that are interested in.

... did you find this publication interesting and h elpful?
You can support the work of Germanwatch with a tionao:

Bank fuer Sozialwirtschaft AG
BIC/Swift: BFSWDE33BER
IBAN: DE33 1002 0500 0003 212300

Thank you for your support!
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