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Briefing on the 9th meeting of the Adaptation FundBoard

By Alpha O. Kaloga and Sven Harmeling, 18th Maroh@

Summary
After the disappointing outcome of Copenhageniinjsortant to put the international climate traimdk on

a track which can deliver real action in the nearsh and in the long-run. Thd'9neeting of the Adaptation
Fund Board which steers the Adaptation Fund essaklil under the Kyoto Protocol provides one of itisé f
opportunities in 2010. While Copenhagen has nagriatke veil of uncertainty over the future of theot®
Protocol, the Adaptation Fund Board Members, méstiuich will continue their work in 2010, returrofn
Copenhagen with the backing of a decision adopyedllbParties to the Kyoto Protocol: It appreciatéue
significant progress made in the operationalisatimnthe Adaptation Fund and also encouraged Annex |
Parties and international organisations to proviaiditional funding to the AF.

The 9" meeting will begin with the administration of thew Chair and his co-Chair as well as with the
introduction of the new members of the Board. Idiah to this ceremonial aspect, important issaes on
the agenda. The Accreditation Panel will report gmebvide recommendations on the accreditation of
nominated National Implementing Entities (NIEs)aasey element of the direct access approach asasell
of nominated Multilateral Implementing Entities @4l). Senegal will likely be the first country wah
accredited NIE. The Panel will also provide sugmest on how to build an efficient accreditation
framework. The Board will furthermore have to eledie on the initial funding priorities, includinghé
setting of a per-country cap and options how tat ¢ the scarce resources among the eligible auest
An external contribution to this matter is a presgion of a representative of the IPCC on vulneligibi
indexes.

Generally, the AFB now has to enter the stage atie project adoption and implementation. Althoug
the NIE accreditation process is still in its eadiage, and the country caps remain a challenge ARB
should issue the call for proposals right afterstimeeting. The Board already agreed on the progdew
criteria, which form the key criteria whether a ot is to be adopted or not. Even an agreemen& on
country cap or country allocation would not chaniés logic, so countries can already prepare projec
proposals. This is also important to further incseahe relevance of the AF as an instrument fonokbing
so-called “fast start finance”.

This briefing gives an overview of the key issunetheé upcoming AFB meeting for interested stakedis|d
which will take place from 28to 258" March 2010 in Bonn.

General background to the the Adaptation Fund underthe Kyoto Protocol

The Adaptation Fund (AF) was established undeiiymto Protocol of the UN Framework Convention on
Climate Change (UNFCCC) in order to finance coreceataptation projects and programmes, which should
support the adaptation of developing countriesegative impacts of climate change. As Germanwaésh h
been following all the meetings one can find elab®rinformation on the Adaptation Fund and the past
meetings on our web pagsww.germanwatch.org/klima/af Official background information and the
preparatory documents for the 9th meeting can bad@atwww.adaptation-fund.org Most of the session
will also be webcasted atww.unccd.int/live/gef/index.php

Key issues to be decided on in the 9th Meeting

The annotated agenda of the AFB meeting (documé&i/B.9/1 /Rev. 1) contains the different relevant
agenda points and expected actions. The followsgigsues will be discussed and perhaps decidedron,
else recommendations will be made at the 9th nggetin

! Contactkkaloga@germanwatch.qr@ermanwatch acknowledges the support from BreathéoWorld for its work on the
Adaptation Fund. Further documents on the Adapieiand can be found http://www.germanwatch.org/klima/af.htm
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1. Report of accreditation Panel (AFB/B.9/4)

The Accreditation Panel (AP) consists of two mermatadrthe Board, Mr. William Kojo Agyemang-Bonsu
(Ghana, Non-Annex | Parties), Mr. Jerzy Janota Bs#owWPoland, Eastern Europe) and three independent
experts - Mr. Peter Maertens, Canada /NetherladdsMurari Aryal, Nepal; Mr. Ravinder Singh, India
who have been selected by the AFB in 2609.

The AP is in charge of preparing decisions by theBAwith regard to the accreditation of Implementing
Entities in accordance with the fiduciary standardstained in the Operational Policies and Guidslifor
Parties to Access Resources from the Fund (OP@r Afpre-screening of the Secretariat of the Aatapt
Fund, the AP so far had to examine one applicaifam National Implementing Entities (NIE) and thiafe
Multilateral Implementing Entities (MIE). For thiseeting, the AP proposes to adopt the accredigidn
the following three institutions.

NIE application: Centre de Suivi Ecologiqgue (CSE)Senegal:

Le Centre de Suivie de |I"'environenment CSE is aona@ation of public interest under the respongipbiif
the Federal Ministry of Environment, Nature Cons¢ion, and artificial lakes of the Republic of Sgale It
is a centre of Excellence with 40 experts from margas related to environmental issues.

The Panel advises the AFB in its report to accriggitCSE as NIE, however under the stipulationeofain
additional management and consulting powers oBib&rd. Due to the lack of experience in executiigg b
size projects and programmes the Panel suggesite ®oard to apply special care when financingqutsj
larger than US$ 1 million. It therefore advises iiddal guarantees, ie that CSE presents more émtqu
reports on running projects, than the usual anrejedrt according to para 48 of the OPG.

United Nations Development Programme (UNDP); MIE aplication: One of the three nominated
multilateral institutions, which applied to be agdited by the Board as MIE, is UNDP. In additionit
own documents UNDP presented independent auditinthé company Pricewaterhouse Coopers, which
confirms its ability to fulfil fiduciary standards.

The Panel has recognized UNDP as a good exampfelfiling the fiduciary standards and would like
make the application documents of UNDP availablediher applicants as an example for a successful
accreditation as MIE. It therefore suggests tdoberd to accredit UNDP as a MIE.

International Bank for Reconstruction and Developmat (IBRD): The application of the Worldbank
Group as MIE on '8 November 2009 was later on stated more precisefgvour of an accreditation of
IBRD, which is a part of the Worldbank Groupe. Jist UNDP the IBRD is an Implementing Agency of
GEF and has presented an independent auditingvefiricewaterhouseCoopers. It has hence prowan th
it fulfils fiduciary standards of the Board.

Interestingly, the Panel reminds the Board that tivee expert members of the Accreditation Panel,
identified by the Secretariat and appointed by sieni of the Board, are hired following consultancy
contracts with IBRD, as the GEF secretariat asesadat of the Board is hosted by the IBRD. Theyeha
also indicated that beyond this consultancy oceapdhere are no other connections to the Worldb&ok
reasons of transparency it is important to comnainicthis to the Board and to clarify that this does
effect their recommendation.

Further applications

Currently, a third MIE application is being revietvby the AP. Also a number of developing counttiage
processed nomination of NIEs, according to the Paap®rt, but yet need to provide further inforroatito
the Secretariat before the AP will consider theeditation.

The AFB’s decision taken in th& &eeting, namely to allow more time for the acdathin process of the
NIE and the MIE before issueing a call for propesapparently payed off, as several NIE in the regn
tried to get accredited by the Board. Thus, itaedjnews that the first NIE, the Centre de Suivilggique
(CSE) from Senegalvill successfully have passed the accreditatiatgss during this meeting, assuming
the AFB will follow the AP’s recommendation. Theedit access approach now becomes effective. Wih th
recommendation, based on the judgement that bdth negard to implementation and administration of
projects the CSE is performing well, the AP sholat &a certain degree of flexibility with the starttais
possible if additional safeguards are being apmiedeemed appropriate. It is also positive thagxisting

2 See e.g. Germanwatch report on tier@eting: http://Aww.germanwatch.org/klima/afb200&-pdf
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institution could be identified meeting the starmi¥arand that there is not necessarily the needttopsnew
institutions. However, it will also be importantittentify what kind of support is required in thasmuntries
which do not have an appropriate and experiencstitution. This links into the fact that severahet
applications have not yet been successful.

Following this recognition the Panel concernedlfite® how to remove this deficiency. The Panel has
decided to supply, in line with the OPG, technmgbport to all applicants and even proposes tmgeréield
visits, in order to identify the difficulty of thigstitution locally and to help handling the applion in order

to increase the chances of a successful accreditati

Furthermore the Panel noted, that while the Boad hot yet decided on its maximum allocations for
project activities, the decisions on accreditaticere closely linked to the amount of funds supptedhe
implementing entity and its effective and efficierse. It is important to note that the accreditapoocess is
separate and independent from the project and gmoge review process of the Adaptation Fund Board,
since the NIEs are intended to serve as the pahcgeipients of resources from the AF for all prejects
submitted by a country. Against this backgroune&, Banel concluded that the best solution to addigess
possible limitations in management capacity reldtethe project size would be through the provisidn
additional guidance by the Board where it is regglito grant a positive accreditation decision.

Relevant to the IBRD application is the fact thHad¢ AP members were asked to take an Oath of Service
declaring their potential conflicts of interesttire beginning of each meeting and disclose sudhitas,
including any financial or contractual relationshbiplink with an entity seeking accreditation, lrefstarting
consideration of an accreditation application.

2. Draft Memorandum of Understanding (MoU) betweeen tle AFB and the Implementing Entities for

the management of projects and programmes by the Axbtation Fund (AFB/B.9/8)

Para 42 of the Operational Policies and Guidelofete AFB says, that until the legal capacity peotis
solved ‘the secretariat will draft contracts, Memoranda widerstanding (MoU) and/or other necessary
agreements with implementing entities and providse agreements for signature by the Chair or dhgro
Member designated to sign these docuniéents

Memorandum of Understanding (MoU) is understoocaatocument which is signed by the negotiation
partners in preparation of a future contract arfthde the main points of the later contract. Inayahit is
only a declaration of intent respectively a bagioeament. Hence the Memorandumg of Understanding is
not legally binding.

In face of the impending conclusion of an arrangenagth the German Government to confer legal ciapac

to the AFB, it was agreed that the legal form & itmstruments to be signed between the differemblgad
Partners would be a oU. The MoU as a “gentlemegieement” should be agreed upon between the Board
as an operating entity of the Adaptation Fund dreditmplementing Entity. The Secretariat has prapare
draft MoU for the coming meeting, which containdimiéons of central terms of the Fund as ie “Desited
Authority, Adaptation Trust Fund, Grants as well@Geasneral Principles and Administration of Adaptatio
Fund resources”. The sooner the legal capacitygssoes fulfilled the better, since both the AFBnal as

the recipients should have an interest in enteimtg legally binding agreements, to have the neugss
security. It thus would be important to hear abthé progress within the German government on the
relevant arrangements.

3. Draft Invitation to Eligible Parties to submit project and programme proposals to the A.F.B
AFB/B.9/6:

Based on the first draft invitation AFB/B.8/6, whiovas discussed during the last meeting, and the
suggestions of the members in this regard, theeSa@t is submitting the amended letter for comsition
of the Board at its 9th meeting.

It was suggested to add an indication of the ressum the Adaptation Fund, that might be availaipeo
2012, as well as an indication of the possible ctyzd could be placed on funding requests anchéleel to
achieve a balance between national implementingieentand multilateral implementing entities. Saler
members suggested that additional elements wostdka required in the letter, such as the needhieee
a regional balance in the funding of activitiesh@s noted, that it was not yet possible to deteznhiow
much funding would be available as further donationght be received from donors.

|AFB/B.7/4 Draft operational Policies and guidelinesParties to access Ressources from the Adapfatiod
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On request of the Board the Secretariat has atiagimew Annex to the Invitation Letter. The new ARriis
actually the Annex Ill of the Operational Policesd Guideline Templates approved by the Adaptationd
Board (AFB/B.7/4). This Annex can be divided in typarts: 1. “Approval and Operations Procedures” and
2. on Adaptation Fund Project Review Criteria:

The Approval and Operations Proceduremnsist of two approval processes under the Adaptdtund
Project Cycle{i) one-step approval process or single procegsich may be used for small-size projects or
regular projects with proposals that are already fully-preparedie TApproval process includes the
following steps as described below in the projgcie

AFB PROJECT CYCLE

Submission of the project or programme
Screening for consistency and to the AFB secretariat using templates
technical review by the secretariat approved by the AFB

. . ALL PROJECTS: ANNUAL

Review by the Project and Programme

Review Committee. Can use services

of independent experts STATUS REPORTS AND

TERMINAL EVALUATION

?W REPORTS
Decision-making by the AFB
Contracting by the AFB. Disbursement of funds by Project implementation and monitoring
the Trustee upon written instruction by the AFB. by the Implementing Entity

All proposals will be posted on the AF website with a possibility for public commenting

Adaptation Fund Project Cycle Accessing resources from the Adaptation FundHawedbook p.18

and (ii) two-step approval processvhich may be used for regular projects, if itsis decided by the

proponent Party:

» project concept approval which is used for thet fatep of the two-step approval process (only for
regular projects that have not been fully develpped

» final project document approval. Each of thesessiggubject to the same approval process asrigke si
approval process - see above. The rationale foosithg such a process is for a country to receive
feedback or guidance from the AFB upstream befgrpect has been fully prepared.

In this Annex the relevant terms of the whole peojeycles are defined, in order to prevent

misunderstandings and misinterpretations.

The second part of the Annex is tAelaptation Fund Project Review Criteridhe review criteria are

applicable to both the small-size projects and leegorojects under the single-approval process.régular

projects using the two-step approval process, trayfirst four criteria (a) till d) (see graphicaae) will be

applied, when reviewing the'step for a regular project concept.

*The Categories of projects under the Adaptation FRuadi) Small-Sized projects and programmes (Skdned as project
proposals requesting up to $1.0 million, and ii) HagSized projects and programmes (RPs): projegigsals requesting more
than $1.0 million
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4. Initial funding priorities (AFB/B.9/5)

After a long discussion among AFB members durirggelghth meeting it was realized that it is difficio
elevate the Fund by its funding priorities from thther funds. On the one hand there is the ditfjcaf
scarce resources: the Fund will probably have ahtyut $ 146 million in the year 2010 to distribtael49
countries. And on the other hand it should not dimignce small projects, but also larger-scale @ognes.
The discussion within the Board regarding the fagdpriorities revealed the existing limitations tbke
Fund® Thereafter, the AFB decided to request the Setaetto prepare a new document on funding
priorities for the 9th meeting of the AdaptationnBuBoard, which would reflect both the discussidithe
Board and the outcome of the negotiations in Coagah.

In the strategic priorities adopted by decisionMRC4, para 10 stateEligibles to the resources of the AF
are to be understood as developing country Patbebfe Kyoto Protocol that are particularly vulndda to
the adverse effects of climate change includingliomg and other small island countries, countriggh
low-lying coastal, arid and semi-arid areas or asehable to floods, drought and desertificatiomda
developing countries with fragile mountainous estsys.

This definition builds on the one contained in tenvention (preambular paragraph 19). Its limitati®
that it only looks to the impacts side but doesauuress socio-economic vulnerability. Since sataone
has broken down this general definition to the l@feountries, the AFB works currently with all9on-

Al countries as being eligible. The draft documsiggests that the board may consider some categidrie
Non-Annex | Parties as non-eligible within its fumgl priorities such as OECD or non-ODA countties
Since OECD countries are usually not perceivedeaeldping countries this is a reasonable approach.

If, however, the Official Development AssistanceD@) criteria is a reasonable approach is questienab
The list of ODA eligible countries is put togeth®r the OECD and primarily looks at economic indicat
Why these may serve as an indication of socio-evonwulnerability to climate change impacts, it lesgs
the impact side of climate change, which is on¢hefdecision criteria for resource allocation of #F/
Taking into account e.g. the Bali Action Plan agneat or the Copenhagen Accord, in the climate chang
context LDCs, SIDS and African countries qualifypasticularly vulnerable. However, there are somalb
Island States which exceed the high income couhteshold, such as Antigua and Barbuda, Barbados an
Trinidad and Tobagd.An exclusion of these countries would violate agments reached under the
UNFCCC and prioritise ODA criteria over these agneats. Nevertheless one could argue that due io the
higher income their general vulnerability is lowand other countries might qualify in an overaiessment

of the list of allocation criteria as deservingtreg priority.

There was a general consensus within the AFB tlapashould be introduced given the limited funding
available, which would be both high enough to sigha seriousness of the Adaptation Fund and low
enough to allow for a considerable number of pitsje€or this purpose the secretariat of the AF has
prepared a document with three options to the AdtB:bnsideration at the 9th meeting:

Option 1 — a uniform cap per country among all partes.All eligible countries — at the moment 149 - will
have the same cap and may submit projects andgmoges within this cap.

This standard would correspond to equal distrilbuaod that projects/programmes can be financetldn t
order of up to $ 15 million. This could be seenmaasign that the Adaptation Fund will be able tafioe
projects and even programmes of a significant sine, hence proves it is serious. On the other hiamd
amount shows that it will not be possible to coattthe eligible parties, so that some of thesentaes will
end up empty-handed until 2012. Some countries angye that this neglects the principle of equityoam
developing countries, nevertheless it is appataitriot all countries are vulnerable to the sangeese

Option 2 — variable caps taking into _account the gsmific _circumstances of certain_groups of
countries. This option proposes to take into account the $ipeaillnerability of Small Islands Developing
States, Least Developed Countries, and African trims) since this categorisation has been agrediein
Bali Action Plan and by many countries in the Cdpagen Accord. These groups of countries could bave

® For detailed reports see Germanwatch Briefing Pae Adaptation Fund: Maturing on the way to Copeyéd:
http://www.germanwatch.org/klima/afb2009-11r.htm
5 Seehttp://stats.oecd.org/glossary/detail.asp?|D=6f243nore background
 See Operational Policies and Guidelines, para 16b
8 See http://www.oecd.org/dataoecd/32/40/43540882.pd
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higher cap to allow projects with higher impacte(peoposed table below).

Basic cap per eligibleAdditional |African |LDCs | SIDs
country Value Countries
African Countries $8M + $1M + $9M + $10M $11M
LDCs $8M + $1M +$10M| +$9M| + $11M
SIDs $8M + $2M +$11IM | + $11MH+ $10M
LDCs+SIDs + $12M
African Countries + + $12M
SIDs
African Countries + + $12M
LDCs

It is important here to mention that LDCs are alsetargeted by a specific Fund of the ConventioRCE).
Even if LDCs would get a higher cap under optioro2e would have to avoid duplication, according to
decision 5/CMP.2. However, if the interpretatiomegi by the Secretariat that “priority could be givenly

to projects in sectors that are not funded by tBECE” is the only valid one might be questioned, in
particular since the AF is open to all sectors. ©oeld also argue that it should only be avoideat the
same project receives funds from the LDCF and theaAthe same time. If one looks closely at thisoop
one will realize that the number of countries thald access the Fund untill the end of 2010 lidéyand

till 2012 by 42 countries.

The advantage of this approach is that it diffeed@s countries according to guidelines of pripation that
have been agreed before, either in past COP desi¢ldCs and SIDS), in the Bali Action Plan (LDCs,
SIDS and African countries prone to drought, floads desertification) or the Copenhagen Accord (DC
SIDS, and Africa). On the other hand it neglecesgpecifics of each country, a small country waelckive
the same amount as a large country in the samgargte

The Board previously decided to follow the Conventdefinition (Preamble para 19), which would requi
further clarification, as said before. Perhapsaupging of countries into the different categoriestained in
that definition could be useful, with some appegitim many categories and perhaps some which dditnot
into any of the categories (and could be excludétl)s has not been done yet. The Board will try to
approach the question of vulnerability further,istesl at the 9th meeting by a presentation fromiP&C
member on vulnerability indexes. Nevertheless tiiereasonable skepticism about the prospectsabf an
index approach.

Option 3 — variable caps taking into account the sgrific circumstances of each country.

This option proposes to take into account the naticircumstances of each country. The individagd of
each country would be defined through a numerioailiination of indexes reflecting the criteria augdl in
the Strategic Priorities, Policies and Guidelinéshe Adaptation Fund, adopted by the CMP, inclgdime
level of vulnerability, the level of adverse imga&nd the level of urgency and risks arising ficetay. For
example, an index of GDP per capita may be useid fids already been implemented in the GEF Trust
Fund. While it looks relatively objective, experoenhas shown that this procedure is too complicatet]
time-consuming for only defining reliable indexesot to mention controversial discussions on the
legitimacy of such evaluations.

Due to this difficulty the AFB could develop a dibtition system organized by region. It could bedzhon
the facts emphasized in the Strategic Prioritiedicies and Guidelines and preceeding discussionthe
initial funding priorities during the 8th sessiof the Adaptation Fund Board. The AFB could consider
principles of an allocation to developing countres region (Africa, Asia, Latin America and Cardiain,
Europe). Projects and programmes could be presegteduntries in a region within the regional atlbon.
These regional allocations would guarantee an &gjeitdistribution of the resources among the diffier
regions. This system would be additional to thesqagr country and projects/programmes describedeabo
The Secretariat proposes that the allocation coeldased on a two factor approattie regional population
and the number of countries in the region (the taaiors having the same weight).numerical simulation
shows the the allocation per region in this caed,the number of countries per region that may stiee

® The criteria “funding priorities of other majortiies financing adaptation” appears difficult teeuin this allocation, especially
because it would give a lower allocation to regiatith LDC and SIDS, because they are a priorittfoCF and PPCR.
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fund under option 1.b and option 2 above.

Prioritizing Projects: In the end the quality of projects is a key twredible performance of the AF, country
allocations alone are not sufficient to ensure lgghlity. A prioritisation of projects might be ressary if
submissions exceed the amount of a specific calpfoposals. Certain criteria have already beeeexbr
upon in the Strategic Priorities, Policies and @liieks, paragraph 15. Based on this, the Secrefzjzer
proposes a number of options for prioritisatior)uding to give priority to projects presented tgh NIEs,
non-duplication of funding sources, the level ofnarability etc.

Unfortunately, this list misses out one of the kegtrategic priorities which is that countries shouldgive
“special attention to the needs of the most vulnkl@ communities”when designing project proposals.
Since responding to this priority is required in the project and programme templates, it would only be
logical to give this priority high attention. Furthermore it is crucial to ensure that those whose bas
human rights are threatened by climate change areys in the focus of national adaptation policies.
Also, the document does not refer specifically torpjects that are initiated by NGOs, also local NGOs
often have the best contacts to the most vulnerablpeople. These points should be considered in
addition by the AFB members. Also, the seriousneswith which multiple stakeholders are being
included and their inclusion is documented should & seen as, in line with the project proposal
templates, another important criterion for the credbility of the countries and the Fund’s work.

5. An Approach to implement Results-based Managmen{RBM) (AFB/B.9/7)
Programmes/projects implemented through AF finamaiill form the basis of any RBM framework.
According to the document prepared for the AFB ingetthe RBM contains high-level goals, information
and objectives, appropriate indicators and targdtsessential for monitoring progress towards Itssand
utilisation of resources. The results should themieasurable, verifiable and quantifiable. Thisupposed
to help the Board to steer the AF in the right dimn, as well as provide the Parties with guidafare
successful implementation of projects and prograsame
After the analysis of the document AFB/B.8/8 in 8femeeting, the AFB asked the Secretariat to prepare
detailed paper for the ninth meeting, which considiee following components:
» Develop aFund Strategic Results frameworkith objectives and amall set of measurable
indicatorsto measure results achieved.
» Design aPerformance Monitoring and Reporting Systemhich captures ongoing results through a
small number of indicators that are on time, rééabnd cost-efficient
» integration oflearning and knowledge Managment (K& well as evaluation into Projects.

This twenty-page, very technical document containsdetailed explanation of the most important
components of the RMB as well as five Annexes. E@yponents are the following:

The strategic results frameworks the basis for a RBM system. Its components apglications are
explained in Annex | to the Document (RMB) (AFB/B/R Four basic terms are defined there and are the
important instruments for evaluation of the strategsults framework:

» Goal: Support vulnerable developing countries that agiés to the Kyoto Protocol to take their own
climate resilient measures. Vulnerabiiftys a function of a country's or community's expasuo
climate related hazards, and the capacity to niigad cope with the impact of the haz&rds

Impact: Increased resilience at country level to climdternge, including climate variability.

Objective 1: Reduce vulnerability to the adverse impacts ohate change, including variability at local
and national levels

Objective 2 Increase adaptive capacity to respond to the impat climate change, including
variability at local and national levels.

In order to achieve the set objectives one defuolifsrent Outcomesas ie reduction of exposure at the
national level to climate related hazards and tereshich are measured according to different imtics.
The success of the Fund’'s RBM approach dependiBeosttategic directions of the AFB, and on thengro
capacity of the recipient country to monitor angart at the project level. It lays out objectivasda

YV VYV

19 This definition is said to be in line with the IPCThe degree to which a system is susceptible toumadble to cope with the
adverse affects of climate change, including clenariability and extremes. Vulnerability is a ftioa of the character, magnitude
and rate of climate change and variation to whishisdem is exposed, its sensitivity, and its adeptapacity.
11 For the purpose of this paper, a hazard is thbaitity of a climate related incident to occur hiit a given area and timeframe.
Risk is defined as the probability of that climateaege, including variability, negatively impactiagcountry, community or
household, as the result of the interaction betveekazard and conditions of vulnerability. See ARBf7 Annex |
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priorities, supports the measurement of resulth sigcadaptive capacity or resilience, of vulneitgbiind
exposure, and measures of country participatiod,hetps demonstrate contributions to higher lewsllg
for example the CMP goals. For the Fund, it is Bsagy to formulate the Strategic Objectives basethe
already agreed upon strategic prioritie&xpected results are defined at outcome and bigpels and are
formulated so that they are measurable, verifiadold, relevant.

The performance monitoring and Reporting (PMR) Sysem The RBM-approach takes place on three
levels — Project/Programme, Land- or Portfolio, &vigation/ Fund — which are closely connected by
common aims. For the beginning phase it makes gsbas¢he Fund will concentrate on the project leval
fund level.

On the project level, objectives should align wiitlese outlined for the Fund. All projects need tove a
concrete and totally budgeted monitoring and evalngM&E) plan, which is incorporated in the fihisd
project document and is presented for approvabrtfer to achieve this, every project should congain
baseline of information and data from the vulndigbassessment and used to design and prepare the
project. This Baseline should later serve to measuery modification and effect, which takes pldagng

the run-time of the project.

On the Fund level, the Fund efficiency and effemtizss monitoring, or process monitoring, will astie
Adaptation Fund Board to track Fund efficiency &fi@ctiveness based on the indicators and tartpésl |

in Annex 2 to the Results-based Managment (RMBudwmt. These indicators should demonstrate the
strategic role and relevance of the mandate ofuhe in accordance with the CMP and Kyoto Proto€od.
the other hand there is a Fund Process Monitovuhgzh among others secures the provision of finarare
the quality of projects including completion of matability and risk assessment. The results aereshinto
the Project Performance Report (PPR) by the Set@ttand handed to the Board.

Another pillar of RBM is the attempt to integrateet evaluation into the whole process under the
consideration of complementarity between evaluatinod monitoring. While monitoring is one of the key
instruments of RBM, evaluation can be consideredthas ,reality check® on monitoring and RBM.
Monitoring tells whether the organization, counptfolio or project is on track to achieving thended
objectives. Evaluation provides information on wiest the project or portfolio is on the right track.
Evaluation also provides evidence on how changesa&ing place, and the strengths and weaknesghs of
design of the projects, program, or stratejies

As the Board will start to finance projects in tiext months there is the urgent need to develogetjoes

for terminal evaluations. Despite the fact that fejects will only be completed in a few yearsjsit
standard best practice to establish terminal etiahs which are already planned in the design stage
Furthermore, due to the fact that different implatimegy entities enforce the projects, it is impottaemapply

a standardized practice in reporting results sy tla® be considered on the Fund Level.

The Projects should hence determine from the beginhow they want to evalue the achievements and
fulfilment of objectives of the members and howytleensider to identify lessons for future intervens.
Herefore the board must ascertain the kind of eateln and clarify how these different types of emxaion

can be combined to support the accountability, gight and learning needs of the Fund. In orderctoexe

the objectives the Secretariat staff needs timefigoing RBM functions, additional resoures areiitemgl to
support the implementation of RBM for the Adapatati-und.

As mentioned above there are four annexes to treundent. The third annex consists of detailed
terminologies of the RBM during the four collect®onf sample evaluation questions, which issues have
been discussed recently in the evaluation and tdilaange adaptation communitiés.

While there is no doubt that such a RBM systerm@ispensable, it needs to be designed in a wayitthat
does not pose a too large reporting burden befwgeptoject is adopted but should rather seek to set
incentives which maximise the effectiveness of ajgmt. This should be kept in mind when the AFB

2 The two main priorities are to assist the develgpiountry Parties to the Kyoto Protocol that aaetipularly vulnerable to the
adverse effects of climate change in meeting thetscof adaptation as well as to finance concretapt@ation projects and
programmes that are country driven and are base¢keoneeds, views and priorities of eligible Patrtie
13 AFB/B.9/7 An Approach to implemnenting Results-balstethagment (RMB): p.6
14 Evaluating Climate Change and Development, 2009 IdARank Series on Development, Volume 8 (Rob D. ¢an Berg and
Osvaldo Feinstein, editors)
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members consider this item. In addition to theshrtecal mechanisms of the RBM, NGOs also could play
an important role in the evaluation as well as onitoring and verification of the whole process ti¢heir
intense experience with project implementationislttherefore important in terms of transparency and
accountability that the Secretariat put all commaeamt all levels of the process regarding currenjegts
running onto its homepage according to the resmiutif the Board.

6. Other Agenda Items:One of the usual items on the agenda is the Repgdrinancial status of the
Adaptation Fund Trust and the Administrative Triaghd. This report provides the Adaptation Fund Boar
with information on the financial status of the Atition Fund Trust Fund. The revenue of the Adaptat
Fund is obtained primarily from a 2 per cent shimrehe proceeds from the Kyoto Protocol's Clean
Development Mechanism (CDM) project activities ddaion to the contribution of developed countraesl
other contribution. CER sales have generated reagenfiUSD eq. 38.76 million since the start of @R
monetization programme in May 2009. This means $6Ufillion more than in December 2009. Estimates
of potential resources available for the Adaptatond from January 31, 2010 to December 31, 20d@era
from approximately USD 254 million to USD 443 mulfi. This income will not suffice in order to financ
the deficit of the adaptation financing in devetapicountries, which the recent Adaptation to Clenat
Change (EACC) study estimates to $75 - $100 bileach year to adapt to climate change from 2010 to
2050.1t will neither be sufficient to cope with the mostimmediate demand, why developed countries
should also deliver a substantial part of their fasstart funding promised through the Copenhagen
Accord through the Adaptation Fund.

Furthermore, the AFB will discuss the proposal #Borcommunication strategy to be developed by
consultants. Through the improved website, the baokl and the leaflet the AFB has already progressed
its external communication. The current challengitls regard to communication are at least the foihg:

- demonstrate the relevance of the AF to developingnty governments, in particular with a
view to increase the applications of National Impdmting Entities and the submission of
projects and programmes;

- intensify the communication on the progress of theé to donors and international
organisations to receive additional funding, intisatar in the contex of the fast-start
finance promised in the Copenhagen Accord;

- demonstrate lessons learnt with relevance to theGAWA negotiations on funding
arrangements;

- reach out to civil society networks and organigaian developing countries and try to
facilitate their participation in the process withgountries as well as on the international
level.

The latter point will also be of particular imparte when the first projects will be submitted. Cioas
submitting projects and programmes should aim faedous inclusion of relevant stakeholders in the
identification process to ensure high quality ditlprojects. However the AFB also decided to alfmblic
comments on the website on each proposal beforadiéption and to create the necessary facilities, a
potentially important tool to increase transpareang to allow stakeholders to raise concerns ifetlaze
serious ones. While these facilities will only leguired after the call for proposals, it is a bitgsising that

at this meeting the issue is not on the agendaglfowing initial discussion on how it should bendo If a

call for proposals will be issued after this megtithese facilities would be required immediately.

The improved and intensified communication abow &F's progress should also be understood as a
personal task by every AFB member, wherever héerisin the position of reporting about it. Whethe

the current situation, where processing first prgeand programmes should be of high priority, aemo
comprehensive communication strategy taking uptieadil resources is required is at least questienab
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