Title: Climate Investment Funds (CIF)

Intervention Summary
	What support will the UK provide?

	The business case makes the case for up to £375m of support to the Climate Investment Funds (CIFs) over the following three years of the Spending Review, but in light of expected contributions from other donors recommends support of £300m.  This financing being spent in financial years 2011/12 and 2012/13.  

Funding will be allocated between funds as follows: Clean Technology Fund (CTF) - £150m, Pilot Programme for Climate Resilience (PPCR) - £100m, Scaling Up Renewable Energy Programme (SREP) - £50m. The funds for the CTF will support new Country Investment Plans from November 2010 onwards including Investment Plans for Nigeria and India. The Funds for SREP will be allocated to one country (e.g. Tanzania) from the reserve list as well as an additional contribution to the reserve pot for existing SREP pilot countries. The funds for the PPCR will be provided against approved Strategic Programmes for Climate Resilience (SPCRs), where there is a shortfall of concessional loans and to countries unable to access concessional loans due to their high risk debt status.

Funding will come from DFID (Department for International Development) and DECC (Department for Energy and Climate Change) budgets and broken down by year and CDEL (Capital Expenditure) and RDEL (Resource Expenditure) as follows:
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	Why is UK support required?

	Responding to climate change: 

Global climate models indicate that the world is locked into warming due to past emissions and that the global average temperature rise could exceed 2 degrees by the end of the century.   Climate change is expected to have a disproportionate impact upon the urban and rural poor of developing countries, and there is a growing concern that it could slow, or perhaps even reverse, progress achieved to date on poverty reduction. Furthermore, developing countries have the least financial or technical capacity to manage increasing climate risks.

As countries continue to develop, to prevent further carbon emissions, it is important that they do not lock in a high carbon and fossil led approach, but rather follow a low carbon development pathway.  This entails transforming power supply to renewable energy, and improving the efficiency of construction, industry and the agriculture sectors.   As extreme weather events grow in frequency and climate variability increases, it is important for the most vulnerable countries and communities in those countries to have greater capacity and resilience to cope with climate change.   
In addressing the above significant finance is necessary to help countries initiate large-scale deployment of low emissions technologies, whether this is wind farms or solar parks at scale, or low emission urban transport systems.  For low income countries especially significant support is needed to transform their growing energy sectors to renewable energy.  To increase a country’s resilience to climate change significant finance is needed to build the capacity and awareness of climate change within government and other stakeholders and also to provide climate resilient infrastructure.  

The Climate Investment Funds (CIFs) are a proven multilateral fund to provide finance at scale to address the above needs, other international climate funds, such as the Global Environment Facility (GEF) and the Adaptation Fund, have a different role such as providing capacity building and technical support for planning.  Until the Green Climate Fund is established the CIFs are currently the only multilateral funding mechanism for delivering climate finance at scale.  

Delivering climate finance at scale to meet international commitments and secure value for money:

The Spending Review allocated £2.9 billion of Official Development Assistance (ODA) to international climate finance for the period 2011/12 – 2014-15. This International Climate Fund (ICF) is held by 3 Departments – DECC, DFID and Defra. The ICF fully funds the UK’s remaining pledge to deliver £1.5 billion Fast Start finance between 2010-2012 and demonstrates the UK’s commitment to meeting its fair share of $100 billion of public and private international finance per year by 2020. Meeting our Fast Start commitment and showing that we are on a credible trajectory to help meet the global 2020 climate finance goal is a key element to supporting productive international climate negotiations.

The CIFs are a robust delivery mechanism to deliver significant amounts of ICF funding at scale with relatively low transaction costs, helping to meet our remaining Fast Start commitments. In the recent Multilateral Aid Review, the CIFs were assessed as offering good value for money. In addition, the CIFs are a strong strategic fit with the strategic objectives, priority countries and themes set out in the HMG ICF implementation plan. Finally, further contributions to the CIFs demonstrate that money continues to flow to the international climate finance architecture while the Green Climate Fund is being established.
Why is extra finance needed now?

The UK has already provided £735m to the Climate Investment Funds (CIFs).  The CIFs were set up in 2008 as an interim fund to help developing countries to pilot low-emissions and climate resilient development, and to contribute to effective global solutions to climate change through lesson sharing.  

It is envisaged that the Green Climate Fund (GCF) will overhaul international climate finance architecture.  The GCF is currently being designed, following initial agreement at the Durban Conference of Parties (COP).  However, there is likely to be a gap before the GCF is established, and ready to receive and disburse funding.  Until this happens, and recognising the importance and urgency of tackling climate change, and the impact on growth and poverty reduction, it is important developing countries do not suffer through lack of access to climate finance.  

Financing to the CIFs now will maintain momentum in delivering against the UK’s 2020 international climate change objectives to mobilise $100 billion per annum for low carbon, climate resilient development. 

So far 14 donor countries have pledged $6.5bn to the CIFs to assist 45 developing countries in their development of low carbon, climate resilient growth pathways.   These funds have been pledged across the four CIF Trust Funds and programmes: Clean Technology Fund (CTF) $4.5bn, Pilot Programme for Climate Resilience (PPCR) - $1bn, Forest Investment Programme - $602m, and the Scaling Up Renewable Energy Programme in Low Income Countries (SREP) - $334m.  

With Investment Plans now being produced by pilot countries for how funding will be utilised, there is a clear shortfall in funding in a number of areas.  For example Nigeria and India have completed Investment Plans for the CTF for $250m and $775m respectively, with not enough current pledges to allow further work on these plans or their constituent projects to proceed.   For the PPCR, there is a shortfall in total of $110m across a number of countries’ SPCRs in providing the level of concessional loans that they are seeking.   For SREP there are both shortfalls for existing pilots and countries on a reserve list should funding become available.   

Once funding has been pledged by a donor, there is a process to then develop and approve projects within a country’s Investment Plan.  The time for projects to start receiving funding will vary depending the complexity of the project (e.g. whether infrastructure or not, and whether government policies need to be in place at the country level.  There is also a pipeline of projects to be funded from current pledges to the CIFs.  This pipeline requires sufficient funds up front to enable projects to proceed over the next two years while the Green Climate Fund is being developed.  For example for CTF of the 14 endorsed Investment Plans (including Nigeria and India) the total pledged funding is $5.125bn, as of September 2011 32 projects totalling $1.7bn had been approved by the CTF Committee, of the 32 projects, 17 had reached the stage of MDB approval, with $271m so far transferred to the MDBs for disbursement to countries.   Without additional pledges, new Investment Plans and their constituent projects cannot be added to the pipeline.  

Funding continues to be provided by other donors beyond initial pledges (most recently by Norway and Australia), though these funds do not provide sufficient funds to cover the above needs.  Other donors are likely to provide additional funding in 2012.  


	What are the expected results? 

	Overall, as indicated above, the CIFs provide funding to pilot climate interventions at scale.  Before the Green Climate Fund is up and running the CIFs will provide important lessons for implementing adaptation, low carbon development and programmes to tackle deforestation.  As pilot programmes in a limited number of countries they have the ability to demonstrate that transformation is possible.  The financing will directly avoid greenhouse gases emission, increase access to energy for poor women and men, increase the integration of resilience to climate change and climate variability into country development strategies, and ensure regulatory frameworks support sustainable management of forests and protect the rights of local communities and indigenous peoples.  

The results from the CIFs will be measured (in part) in the following areas
: 

· The tonnes of CO2 avoided.

· The number of households, in areas of risk, whose livelihoods have improved.

· The number of people with access to climate resilient housing and shelter. 

· The numbers of jobs created by CIF funding in low carbon development.

· The electricity generated from renewable energy. 

· The number of households with access to electricity. 

· The reduced CO2 emissions from public transport.

· Improved energy efficiency in the industry or construction sector.

Specifically UK funding will contribute to the following expected results.  Examples have also been provided to demonstrate what type of result this will deliver under each CIF programme and in some cases the initial anticipated results achieved from UK support: 

· Increased renewable energy, transport, and energy efficiency infrastructure e.g. CTF investment in energy efficiency in India will accelerate the deployment of super-efficient fans by 2014/15 avoiding up to 98 million tonnes of CO2 per annum; in renewable energy in India investments will scale up the installation of concentrated solar power, delivering up to 20GW of energy by 2022; and investment in Nigeria will support  300 retrofitted and new high efficiency buses in Lagos, reducing carbon emissions by 13.5 MtCO2e over the lifetime of the project.  

· Increased renewable energy services in low income countries e.g. additional SREP investment in Kenya will enable the construction of a geothermal plant and enable this to be connected to the grid to increase Kenya’s renewable energy supply by 32%.  By connecting this 200MW power plant to the grid by 2015 it will demonstrate a model for replication to enable a potential 5000MW to be generated by geothermal power in Kenya by 2030.  
· Increased knowledge and awareness of climate variability and climate change among government, private sector and civil society will improve planning processes e.g.  Increased investment in Tajikistan would allow the PPCR to scale up in agriculture and land management, focusing on districts with high food insecurity and high likelihood of climate change impacts.  Examples from plans approved so far include Bangladesh’s Investment Plan, where results include income opportunities generated for 10,000 women, 250 km of roads improved to climate resilient standards, 87,000 hectares of land benefiting from improved water management, increasing crop yields for 440,000 people and average travel time for households to access desired markets halved.

· Increased MDB (Multilateral Development Bank) finance for climate change and renewable energy. 

· Continuous improvement in the operation of the CIFs. 

The last of these outputs directly responds to the outcome of the Multilateral Aid Review (MAR) carried out in 2010 on the CIFs.  This found that the CIFs provided good value for money, in providing a critical gap in delivering the UK Government’s climate change outcomes and delivering finance at scale, and that they are also important in delivering the Millennium Development Goals and wealth creation.  While recognising that the CIFs were a new instrument, the MAR did identify a number of areas where improvements could be made, including: clearer development impact; improved country ownership and greater transparency; greater innovation and effective working with the private sector; being able to demonstrate results; and ensuring effective communication of lessons learnt.   These areas of improvement will be closely followed and monitored as part of monitoring progress against the above objectives and ensuring UK finance delivers value-for-money.


Business Case for: Climate Investment Funds (CIFs)
Strategic Case
	A.  Context and need for ICF intervention
Context

Global climate models demonstrate that the world is locked into warming due to past emissions, and that the global average temperature rise could, by the end of the century, significantly exceed 2 degrees. Existing impacts, such as floods, droughts and severe storms are projected to become more extreme


. 

Climate change is expected to have a disproportionate impact upon the urban and rural poor of developing countries, and there is a growing concern that it could slow, or perhaps even reverse, progress achieved to date on poverty reduction
. Furthermore, developing countries have the least financial or technical capacity to manage increasing climate risks.

Poor people are more likely to live in fragile or degraded environments, and their livelihoods to depend on ecosystems. Where the economy and the health of the population are highly dependent upon agriculture and natural resources, climate volatility results in adverse impacts upon both, through negative effects on agricultural productivity, and resultant price increases of staple foods that are important to poor households.  Strains on food production also translate into increased hardship, particularly for women
. 

The potential 2°C warming could result in a 4 to 5 percent permanent reduction in annual income per capita in Africa and South Asia
. It is key that we engage now with developing countries to help them avoid being locked in to the use of old high-emissions technologies and instead develop low carbon, clean technologies. Addressing climate change by helping countries to shift to a model of growth where the carbon intensity of production drops, is central to maintaining countries’ economic growth, poverty reduction and development. 

According to the Intergovernmental Panel on Climate Change (IPCC), climate change could have significant consequences for achieving the Millennium Development Goals (MDGs), not only MDG 7 on environmental sustainability, where the impact of climate change on the timing, flow and amount of available freshwater resources may affect the ability of developing countries to increase access to clean drinking water, but also MDG 1, the eradication of extreme poverty and hunger, where in some regions of the world climate change could have measurable consequences for food security, and MDG 6, on combating HIV/AIDS and malaria, where, over the medium term, climate change may impact upon both the prevalence and death rates associated with malaria
.

Strategic rationale for further UK contributions to the CIFs
In its drive towards addressing international climate change, the International Climate Fund (ICF) has three main objectives for 2020: limiting climate change to 2 degrees via low carbon development pathways; supporting the vulnerable in developing countries to adapt to climate change; and reducing deforestation by 50%. CIF objectives correlate with those of the ICF and the CIFs represent the primary multilateral financing mechanism currently in operation for tackling the ICF’s strategic objectives on climate change. In providing multilateral climate finance through the CIFs, we would expect to be able to deliver ICF objectives as the CIFs channel significant levels of finance to developing countries; deliver this finance in an efficient and effective way, providing value-for-money and enhancing donor co-ordination; and leverage high levels of additional finance from MDBs and the private sector.

The CIFs’ aims map well across Ministerial priorities for climate funding in the International Climate Fund (ICF), summarised below:
· demonstration that building low carbon, climate resilient growth at scale is feasible and desirable;
· support for the international climate negotiations;
· innovation and new partnerships with the private sector.
International Climate Fund (ICF) objectives
The CIF outcomes and impact map well against the overall impacts and outcomes that the ICF will contribute to.  The table below maps the CIF’s strategic objectives at the ‘transformative impact’ level, against the ICF’s strategic objectives in terms of its contributions to the UK’s 2020 international climate change objectives: 
ICF/UK’s 2020 international Climate Change objectives
CIF Transformative impact
Developing countries have adopted low carbon development pathways
[CTF] Transformed energy supply & demand in the power, transport, building/construction, industrial & agricultural sectors to low carbon development pathways. 
[SREP] Transformed energy supply and use by poor men and women in low income countries to low carbon development pathways. 
Poor and vulnerable people in developing countries supported to respond effectively to existing climate variability (CV) and future impacts of climate change (CC). 
[PPCR] Improved quality of life of people living in areas most affected by CV and CC.  And, Increased resilience in economic, social and eco-systems to CV and CC through transformed social and economic development.  
50% reduction in deforestation achieved in developing countries. 
[FIP]** Reducing GHG emissions from deforestation and forest degradation; enhancement of forest carbon stocks. 
Mobilisation of $100 billion per annum for low carbon climate resilient development.
No directly comparable objective for the CIFs, although $6.5bn already pledged for the CIFs, with the $4.5bn for the CTF alone anticipated to leverage $40bn of further finance.  
(**Note on FIP: Although the analysis of options in the appraisal case below indicates that no further contributions should be made to the FIP at this time, the relevance of FIP to the ICF and the UK’s objectives is mentioned further in this document given the existing contributions to FIP, including £25m from the ICF).  

Below the high level objectives of the ICF, the CIFs will significantly contribute to the objectives of the adaptation, low carbon development and forestry themes.   The table below provides examples of where the results from the CIF results frameworks will contribute to the logframes for each of the thematic areas: 
Theme/ICF logframe output
CIF Results Framework output
Low Carbon Development: Increased low carbon power generation: Installed capacity (GW), supply (GWh), or share of supply (% GWh)
CTF: Increased MWh of low carbon electricity and heat production: Number of MWh generated by RE projects/programmes
SREP: Increased GWh of RE energy services; Percentage change in GWh from RE.
Adaptation: Number of people who receive direct support from UK-funded programmes to help them cope with the effects of climate change.
PPCR: Percentage of people classified as poor and food insecure in most affected regions
Forestry:  To create and support an efficient, effective, and coordinated international system to help countries to deliver REDD+ outcomes.
FIP: Improved enabling environment for REDD+ and sustainable management of forests.
It is envisaged that the GCF will overhaul international climate finance architecture, incorporating or replacing some elements of existing entities (including the CIFs.) It is anticipated that the UK will make contributions to the GCF once it becomes operational, however, the political and technical complexities of GCF design mean that there is considerable uncertainty around a start date for the actual disbursement of funds, and it is likely to be some years before it is fully up and running. Developing countries should not suffer through a lack of access to climate finance while the GCF is being established.   As such the CIFs provide the best interim measure for developing countries to access transformative finance at scale. For example, under the CIFs, it is envisaged that the current global installed capacity of concentrated solar power will be doubled.
In addition, providing multilateral climate finance through the CIFs will help the UK’s work to: influence the international architecture and influence the MDBs, including helping to mainstream climate finance therein; address climate issues across a significant geographical area, including in countries which are outside of the UK’s bilateral footprint; support areas which are important to UK climate objectives, but where our institutional capacity is limited (agriculture, water, urban); help to incentivise and leverage public and private sector finance at scale. 
Detail on Climate Investment Funds (CIFs)

Established in 2008 by representatives of 40 developing and industrialized countries, the CIF’s purpose was an interim fund to help developing countries to pilot low-emissions and climate-resilient development, and to contribute to effective global solutions to climate change through the strategic and transparent sharing of lessons and experiences. The need for a multilateral channel for climate finance was recognised by both donor and recipient countries so as to address the critical gap in both climate finance and knowledge in the developing world, whilst a future agreement, under the UNFCCC, on longer term financing mechanisms - namely the Green Climate Fund (GCF) - was, and continues to be, negotiated. 
To date, 14 donor countries have pledged $6.5bn to the CIFs, to assist 45 developing countries in their development of low carbon, climate resilient growth pathways. 
The CIFs comprise of two funds, the Clean Technology Fund (CTF) and the Strategic Climate Fund (SCF). The aim of the CTF is to provide finance for scaled-up demonstration, deployment and transfer of low emission technologies, and to initiate transformation to low emission development, with significant reductions in the greenhouse gas (GHG) emission trajectories in developing countries. $4.5bn of CIF funding has been directed to the CTF. In terms of projected leveraging power, every $1 invested in the Clean Technology Fund is estimated to attract $6.5 in co-financing from development partners, 30 percent of which will derive from the private sector (so total CTF pledges are projected to leverage approximately $40 billion in additional finance).
The remaining $2bn goes to the SCF which funds three programmes. Each programme aims to pilot new approaches to initiate transformation, with the potential for scaling up climate resilience. The Pilot Programme for Climate Resilience (PPCR) aims to help developing countries to mainstream climate resilience and risk in development planning and to encourage scaled-up investment  (pledge to PPCR: $1bn). The Forest Investment Programme (FIP) aims to reduce deforestation and forest degradation, promote sustainable forest management, reduce emissions and protect carbon reservoirs by piloting and scaling up effective models of forest management (pledge to FIP: $602m). The Scaling up Renewable Energy Programme in Low Income Countries (SREP) operates in a small number of developing countries and aims to initiate energy sector transformation, create economic opportunity, and increase energy access through renewables, by assisting low income countries to pilot and demonstrate the viability of low carbon development in the energy sector (pledge to SREP: $334m). 

Structure of the Climate Investment Funds
The following diagram sets out the relationship between the two Trust Funds, the constituent Programmes under the SCF and the pilot countries under each Fund and Programme.  
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The table below shows the breakdown of pledges and actual contributions by donor countries. The amounts have been calculated according to exchange rates as of September 2011.
Country
Pledge US$M equivalent 

Actual contributions – in terms of receipts
Australia
159
149
Canada
98
98
Denmark
35
35
France
276
276
Germany
683
635
Japan
1,454
484
Korea
3
0??
Netherlands
76
76
Norway
137
72
Spain
141
100
Sweden
89
74
Switzerland
20
20
UK
1,190

1190
US
2,000
502
Total
$6.358 billion
$3.711 billion
The UK’s contribution of £735m was split across the CIFs as follows: 

CIF Trust Fund/Programme

Total Funds/£m

Clean Technology Fund

385

Pilot Programme for Climate Resilience

225

Forest Investment Programme

75

Scaling-up Renewable Energy Programme

50

Multilateral Aid Review Findings 
The Multilateral Aid Review (MAR), commissioned in 2010 by the Secretary of State for International Development, assessed the value for money and effectiveness of multilateral organisations in receipt of UK aid. Overall, the CIFs were assessed as providing good value for money. In terms of their contribution to UK development objectives, the MAR concluded that the CIFs meet a critical gap in delivering HMG’s climate change outcomes and delivering finance at scale, and that they are important in delivering the MDGs and wealth creation. They were also identified as being strong on lesson-learning and informing the effective design of future international climate financing architecture. 
The key strengths and areas for improvement identified in the MAR are summarised below, with some illustrative examples.  
Key strengths:
· Strong focus on results, learning, demonstration and replication: each CIF programme has an articulated results framework, which draws on results from national Investment Plans. For example, in the PPCR, Bangladesh’s  plan includes generating income opportunities for 10,000 women, improving 250km of roads to climate resilient standards, and improving water management in 87,000 hectares of land, increasing crop yields for 440,000 people
.
· Very low administrative costs, associated with early evidence that interventions will be cost-effective: the table below provides a comparison to other similar global funds
: 
Relating programme admin costs to project funding transfers (cumulative, US$m)
Trust Fund
Period
Project Funding Transferred (1)
Programme Administration (2)
"Efficiency" ratio (2)/(1)
GEF
2002-2005
                    1,524 
                        93 
6.1%
GFATM
2002-2008
                    7,179 
                      411 
5.7%
IFFIm/GAVI
2006-2008
                    1,084 
                        78 
7.2%
MLFMP
1990-2008
                    2,297 
                      206 
9.0%
CIFs
2009-2014 (estimated)
                    6,175 
                      121 
2.0%
· Innovative, effective and equitable governance structures, and consensus decision-making:  the CIFs were set up with an innovative approach to working with partners, with an entirely new governance structure for a World Bank administered fund.  For example, there are equal numbers of donors and recipient countries on the committees, who make decisions by consensus, with active observers from the UNFCCC, UN agencies, Adaptation Fund, civil society indigenous peoples, local communities and the private sector.  Observers can request the floor to make interventions and request agenda items.
· Strong commitment to transparency and good procedures for reporting and auditing. For example, a disclosure policy that calls for country-owned investment plans and strategies to be disclosed in-country prior to their submission to the CIFs for funding.  Proposed plans are posted on the CIFs website no later than three weeks prior to review of the proposals, and project information documents are made public at least two weeks prior to a decision on the funding of a proposal
.
· Focus on a wide range of countries, vulnerabilities and needs - i.e. the CIFs are supporting 45 countries, selected according to clearly articulated criteria on vulnerability and need; some programmes use an expert group to identify participating countries 
. 
· Helping to shape and shift the MDB’s approach to climate change.  For example, the CIFs have lowered the overall cost of capital when countries engage with the MDBs, which has brought new clients to the MDBs in the climate change sector.  A specific example is Thailand, which has engaged for the first time with the World Bank on energy infrastructure through the Clean Technology Fund
.  
Key areas for improvement identified through the MAR included:
· The CIFs are a new funding mechanism and, as such, offer little evidence of results at present, although deliverables are strongly anticipated, as noted above. However, value for money can be demonstrated in capacity for replication indicated in Investment Plans, for example, the regional concentrated solar power plan for the Middle East and North Africa notes the capacity for replication of its innovative approach in countries as diverse as China, India, Iran, Israel, South Africa, Brazil, Chile, Peru, Spain and the US, and estimates realisable potential of 20-42 GW by 2025.
· Although governance structures are equitable in theory, country-level leadership should be strengthened, as should the engagement of developing country stakeholders beyond government.
· Progress to develop results frameworks has been slow.
· The CIFs do not have a methodology for the allocation of funding between the four programmes.
Stakeholder’s commitment to improve the CIFs in order to make them more effective was highlighted in the MAR, which also judged the funds to hold a likely capacity for positive change. This conclusion was drawn given the significant input by the UK to the design of the CIFs, sitting on all of the committees and working groups, chairing the different programmes at various points and through close working relations with the other committee members, the Admin Unit and other stakeholders.

Building on the MAR’s proposals for improvements, and previous engagement with the CIF Admin Unit, the UK presented a draft paper on improvements at the CIF Committee meetings in June, which was welcomed by all.  In response the Admin Unit produced a paper setting out a number of areas for change, which was endorsed at the November 2011 Committee meetings. These areas for improvement are set out in detail in the following section of this Business Case, but include areas on securing a more results-focused operation, enhancing levels of country-leadership, and increasing transparency. For example, the governance framework of the SCF will be aligned with that of the CTF (i.e. one co-chair will be elected from recipient country and one from a donor country, rather than one co-chair coming from the World Bank).

Changes have also been made relating to the cost of the Partnership Forum - the CIF Admin Unit produced a paper (September 2011) stating that the Partnership Forum will be held at 18 month intervals in order to make greater costs savings, ensure sufficient time for planning and organization of the 2012 Forum and CIF Committee meetings, and allow for adequate notice to ensure high level participation in the Partnership Forum. 
The methodology used to review the CIFs in the MAR process was independently validated and quality assured by two of the UK’s leading development experts
 and will therefore not be assessed in detail here. Evidence used comprised principally of CIF documentation, with reference to some Non Governmental Organisation (NGO) and MDB reports, and drew on evidence gathered from DFID country offices.


	B. Impact and Outcome

There are two sets of results that we expect to see through the provision of finance to the CIFs.  Firstly, real world outputs, outcomes and impacts at the country level, and secondly, incremental improvements to the CIFs.  The latter follows the overall finding from the Multilateral Aid Review of UK Aid that concluded: 

“Based on the evidence of weaknesses across the [Multilateral] agencies and in order to ensure that all the multilateral organisations are delivering results for poor people and communities as effectively and efficiently as possible, we will place particular stress on strengthening seven key aspects of performance……we will work with other stakeholders in the multilateral system and the 

multilateral organisations themselves to build consensus around these reform priorities and agree shared performance targets 
”

Given the above, the incremental improvements outputs from our investment will look at the extent that the CIFs contribute to the improved international architecture for climate finance.  Both sets of results are captured in the outputs section of the logframe (see annex B).  

Real world outputs, outcomes and impacts

Climate Investment Fund results frameworks

The impact and outcomes which UK financing will contribute to are set out in the CIF Results Frameworks
.  The results frameworks set out a framework for each of the CIF Programmes (CTF, PPCR, SREP, FIP) The purpose of results frameworks is to provide the CIF Trust Fund Committees and sub-committees with a strategic monitoring and evaluation tool.   In addition to these strategic frameworks, individual projects and programmes at country level will have their own results frameworks.  However, the CIF level results frameworks include mandatory indicators that the individual projects and programmes funded at country level need to include, so that data can be aggregated from all funded projects. 

All CIF programmes contribute to a final CIF outcome of ‘improved low carbon, climate resilient development’ (which has a delivery timeline of 15-20 years
).  Each CIF programme has a transformative impact (to be delivered in a 10-15 year timeframe) as follows:

· CTF: Transformed energy supply & demand in the power, transport, building/construction, industrial & agricultural sectors to low carbon development pathways. 

· SREP: Transformed energy supply and use by poor men and women in low income countries to low carbon development pathways. 

· PPCR:  Improved quality of life of people living in areas most affected by climate variability (CV) and climate change (CC).  And, Increased resilience in economic, social and eco-systems to CV and CC through transformed social and economic development.  

· FIP: Reducing GHG emissions from deforestation and forest degradation; enhancement of forest carbon stocks. 

Below this level, each result framework sets out outcomes (5-10 year delivery timescale), and project and programme outputs and outcomes (ranging from 1-7 year delivery timescales).  For example:

CTF

The CTF results framework includes a result of direct GHG emissions avoided measured in tonnes (million) of CO2e mitigated and Increased MWh of low carbon electricity and heat production.   As examples of results this would deliver, the India and Nigeria Investment Plans, where the projects are yet to be fully worked up have the following indicative results.  Investment in energy efficiency in India will accelerate the deployment of super-efficient fans by 2014/15 avoiding up to 98 million tonnes of CO2 annual; investment in renewable energy in India will scale up the installation of concentrated solar power, delivering up to 20GW of energy by 2022 and in transport investment in Nigeria of 300 retrofitted and new high efficiency buses in Lagos will reduce carbon emissions by 13.5 MtCO2e over the lifetime of the project.  Overall the Nigeria plan will save up to 55 million tonnes of CO2e over 10 years, which besides the transport component above includes a similar transport component for Kano and Abuja, and an energy efficiency component that will save 10-30 MtCO2e over 10 years.
SREP

The SREP results framework includes results for increased access to energy by women and men and increased GWh of renewable energy (RE) services.  In the Kenyan SREP Investment Plan, which is yet to be fully funded, but would be assured of full funding with additional contributions to SREP there is a target to increase women and men connected to the grid from 1.4 million to 2.2 million – a 32% increase, and an increased RE supply from 3,525 to 5,167GWh through the construction of a geothermal plant.   In addition by connecting this 200MW power plant to the grid by 2015 it will demonstrate a model for replication to enable a potential 5000MW to be generated by geothermal power in Kenya by 2030.  
PPCR

The PPCR results framework includes a result on increased capacity to withstand/recover from climate change/climate variable effects. In Bangladesh’s Investment Plan, results include income opportunities generated for 10,000 women, 250km of roads improved to climate resilient standards, 87,000 hectares of land benefiting from improved water management, increasing crop yields for 440,000 people and average travel time for households to access desired markets halved.

FIP

The FIP results framework includes a result of reduced pressure on forest ecosystems and one of the indicators is around CO2 sequestered. In DRC’s Investment Plan, there is a programme (Kinshasa Supply Area Programme) whose estimated carbon sequestration and emissions reduction stands at 2.2 million tonnes of CO2e.

A limited number of the above results and indicators from the CIF results frameworks have been used as a basis for monitoring UK investments in the CIFs through the logframe for this business case. 

Incremental improvements to the CIFs and contribution to improved international architecture for climate finance

Financing to the CIFs will contribute to improving the international architecture in three ways: a) by incremental improvement and demonstration as an effective financing instrument; b) in contributing to the ultimate shape of the Green Climate Fund; and c) to improve the effectiveness of the MDBs lending for climate change: 

a) To continue to improve the CIFs incrementally, the UK has set out a number of reforms it would like to see.  In the June 2011 CIF meetings in Cape Town, the UK, reflecting on experience to date, highlighted five areas where we believe the CIFs can be strengthened, and suggested some tangible indicators of progress by December 2011.  The following are the five areas where we are looking for improvement/reform (the full document in Annex A1 sets out a series of tangible indicators that would demonstrate progress against the areas for improvement).  

· Development impact, including gender: Funding to the CIFs counts as ODA and the CIFs underlying purpose is to provide additional financial resources to developing countries in order to help them mitigate and manage the challenges of climate change.  It is important that development impact is central to the results frameworks in investment plans and projects.  One key aspect of this is paying much better attention to outcomes for women and girls. 

· Country ownership and transparency: While at the global level and in global level consultations the CIFs have been strong, partnership behaviour at country level has been mixed.  Progress partly depends on a range of measures being taken across the MDBs more generally, such as greater decentralisation.  

· Innovation, private sector and additionality: The CIFs have been designed to be innovative and transformational.  A successful outcome relies on a strong understanding of this by the MDBs and country partners especially, with particular attention paid to effective working with the private sector.  

· Results:  Demonstrable results are fundamental to the success of the CIFs.  The CIF results frameworks underpin the CIF’s ability to demonstrate value-for-money.  Although the CIFs were set up quickly, the results frameworks have taken much longer to agree. 

· Lesson learning, knowledge management and communications:  CIFs need to provide and effectively communicate a strong evidence base of results and lessons on climate financing that is transformative, innovative and goes beyond business as usual.  This is particularly important as the Green Climate Fund is designed through the Transitional Committee. 

At the CIF committee meetings in Washington on 3 November, the joint committee of the CTF and SCF agreed proposals on each of these areas, which built on the UK paper.  Some examples of the UK’s indicators and agreed recommendations are set out in annex A2.

b) The CIFs provide valuable lessons for the future shape of the Green Climate Fund (GCF). The CIFs provide the following lessons against four important areas for the GCF design, objectives, principles, structure, governance, and operations.

· Objectives: A lot of work has been done on the CIFs Results Frameworks, which will have comparable high level objectives to the GCF on low carbon, climate resilient development.  If the GCF is structured on a thematic basis (see below), then the individual CIF programme objective hierarchy will have direct comparability to a thematic split within the GCF. 

· Principles: The CIFs have worked up a range of useful principles across the different CIF design documents e.g. on measurable outcomes, a results based approach, country led, leveraging private sector and co-benefits such as empowering women.  

· Structure: The CIFs structure, which is largely thematic (CTF/SREP – LCD/Mitigation, PPCR – Adaptation, FIP – REDD), provides valuable lessons for adopting a similar or modified structure for the GCF. 

· Governance: Useful lessons have been generated on running small focussed trust fund committees (8 contributor and 8 recipient countries) and sub-committees (6 contributor and 6 recipient countries).  Increasing use of decisions by mail and intersessional video-conference meetings provide new and efficient ways of conducting governance business. 

· Operations: Lessons from the CIF Administration Unit, as the CIF Secretariat, are also directly applicable to the GCF in terms of support for a board and technical capacity.  

c) The CIFs have already contributed to improved effectiveness in MDB lending for climate change, continuing engagement and further funding of the CIFs will intend to continue this positive trajectory.  

· Increased MDB climate finance: The CIFs have contributed to more climate activity and lending by the MDBs.  MDB financing for mitigation has already increased from $5.4bn in 2006 to $17bn in 2009.  Specifically within the CIFs, e.g. for the CTF, the co-financing leverage ratio for approved investment plans is currently 6.5:1 (see detail in appraisal case below).  However, future investment in the CTF Nigeria and India Investment Plans would offer co-financing leverage of 17:1.

· Difficult/transformative climate activity: CIF, in particular CTF, resources have helped MDBs finance risky projects that require grant/concessional resources and blending. These are often transformative/have a demonstration effect.  For example CIF financing through the CTF in Turkey has been used to incentivise commercial banks to enter the new climate lending market using a combination of commercial-priced finance from EBRD, with concessional co-finance and substantial technical assistance support provided through the CIF finance.  This sustainable energy finance facility will cover five local banks and is expected to lend to 160 projects, with abatement of 232 Mt CO2e.  While there are positive examples, for future funding it needs to be clear what the additionality is - i.e. CIF finances are used to ensure future funding is additional to MDB resources. 

· Greater MDB Collaboration: The CIF governance structure provides a forum for MDB collaboration and lesson learning on climate change, wider than just access to and engagement with the CIFs. The MDB Joint Working Group have taken up a number of important tasks, including working on joint definitions on clean energy, adaptation, mitigation etc. It is also a forum for lesson learning and building of capacity in those MDBs that have capacity constraints (e.g. AfDB). There is also a structured forum for discussion with donors and NGOs.

· Piloting future climate architecture: The CIFs have allowed MDBs to demonstrate how effective they can be as implementers of climate finance.  It also shows up where there are shortcomings to be addressed, such as the time taken to approve CIF projects through the MDB approval process
.  




Appraisal Case

	A. Feasible options
Four sets of options, on finance, reforms, engagement/influence and programme management, provide the basis for the appraisal below.  The options are not mutually exclusive, with the preferred option likely to include a finance, a reform and an engagement/influence component.  

Finance options  

The three finance sub-options, which set out both the overall level of funding and how this is divided between the four CIF programmes (CTF, SREP, PPCR, FIP) are: do not fund through the CIFs; provide unearmarked funding at the level of individual CIF programmes; or provide more earmarked funding for specific countries or types of country.   With all options, we also need to be aware of the implications for the UK’s burden share that the additional finance will have.  This too has an implication for the overall size and split between programmes.  Options here could include a blanket ceiling, or a variable ceiling depending on the particular programme.

1. Do not fund

a. Stop funding through the CIFs: This is the counterfactual option.   The possibility of making this option ‘wait until the GCF is up and running’ was considered.  However, this was discounted given the lack of detail and agreement on what the GCF will look like and considerable uncertainty over the start date for actual disbursement of funds at the time of writing the business case.  This prevents us from undertaking a sufficiently rigorous appraisal of the option.  In addition, the MAR has already indicated that the CIFs provide good value-for-money (see Strategic Case above).  As such, Ministers have already indicated that this business case should be developed to provide up to £400m
 specifically for the CIFs.  The CIFs have a sunset clause, which closes them to new contributions once a new climate financing mechanism is up and running,
2. Provide unearmarked funding at the level of individual CIF programmes (CTF, SREP, PPCR, FIP) Under this option there are a number of different scenarios of how the overall funding level could be set and funding divided between the different programmes.  These provide the basis for the appraisal of options below: 
a. Funding levels to each CIF programme set to the level of anticipated demand: This would build on initial CIF AU work on demand across the CIF programmes, which includes both countries on reserve lists and countries who have written Investment Plans, which cannot start due to insufficient pledges (e.g. India, Nigeria). 
b. Funding levels are directly linked to contributing to ICF objectives: While it is important that funds provided to the CIFs do contribute to the ICF objectives, as set out in the Strategic Case, this option proposes that the ICF objectives be used as a way of dividing funds between CIF programmes according to the extent they contribute to the objectives.  In this case the UK’s 2020 international climate change objectives have been used.
c. Use funding across CIF programmes to balance up ICF funding levels across the themes: Ministers have agreed to a 50% adaptation, 30% LCD, and 20% REDD thematic split of the ICF funds.  This follows fast start commitments to provide 50% funding for both adaptation and mitigation and a subsequent commitment to provide 20% for forestry.  Although it should be emphasised that this thematic split is not fixed and the primary justification for allocating funds is value-for-money and results delivered.  At one point in time it could be possible to consider using the funding levels to the CIF programmes to balance up any imbalances arising from other funding at multilateral and country level. 
3. Earmark support for specific countries
a. Only provide support for new or additional countries: For example, with CTF this could include India and for SREP countries on the reserve list of countries. 
b. Only provide support to existing countries: This could meet existing shortfalls e.g. for PPCR pilot counties, provide top-ups to countries through a performance related allocation process, or even competition for additional funds.  This is an approach SREP may use for the existing reserve pot. 
c. Combination of the above: A different approach could be taken for different CIF programmes e.g. new countries for CTF and top up for SREP countries. 
4. Burden Share ceiling

a. Blanket ceiling.  This option would set a ceiling for all CIF programmes. 
b. Variable ceiling. This option would set a different ceiling for each programme e.g. which could relate to the current UK burden share with a variation (upwards) of a set percentage.  
Reform options 

(It should be noted that these options are not necessarily mutually exclusive and some combination of these could be considered). 

1. Full endorsement and implementation of UK proposed reforms: The UK’s proposed reforms or improvements to the CIFs are set out in the Strategic Case above.  The CIF AU have combined these with suggestions from other committee members and an earlier CIF AU improvement paper.   Under this option, we would push for the UK’s elements to be fully implemented.  Progress in implementation could be linked to funding (programme management option 2 below). 

2. Absorption of the CIFs by the GCF: Under this option we will look at the adaptation of the CIFs to enable a smooth transfer of the CIF mechanism, current and pledged finance, to the Green Climate Fund.  Progress will be measured against the speed of development of the GCF and incorporation of the GCF.  

3. CIFs left to wither-on-the-vine: Existing finance and additional funding from the UK and other donors to meet current demand stays within the CIFs and CIFs are wound up once all funding is expended.  

Engagement/influence options

1. Intensive engagement: The level of investment from the ETF and now the ICF warrants a continuing high level of engagement – e.g. in comparison to smaller amounts of funding programmed by the UK through the ICF – besides ensuring due diligence and corporate compliance of UK spending, high level engagement includes two other areas, lesson learning and influencing the MDBs. As the CIFs become operational in terms of countries/MDBs implementing Investment Plans and projects, the amount of valuable lessons and evidence available will increase.  These lessons and evidence will be increasingly important in influencing current and new climate finance, particularly the Green Climate Fund.  The level of engagement with the CIFs will need to be maintained to ensure these lessons from evaluations, reporting etc are appropriately captured, shared and made use of.  High level engagement would also imply using our engagement through the CIFs, and the growing lessons and results coming from the CIFs, to influence the MDBs to change their policies and investments to an increasingly low-carbon and climate resilience focus.  This option would imply at least a comparable level or increasing level of staff resources allocated to implement the CIFs.

2. Increasingly light touch as GCF develops: The level of engagement with the CIFs decreases in proportion to the development and establishment of the GCF.  However, as long as the CIFs remains a separate entity from the GCF, engagement at the board and as a committee member will be required to ensure due diligence for the use of UK tax payer funds e.g. ensuring evaluations are carried out, audits are carried out and responded to etc.  Under this scenario, the level of staff resources dedicated to the CIFs would progressively decrease. 

Programme Management options: 

There are distinct options for the timing of release of finance. These different programme management options can be used to support the finance, reform and influence options, and these various options compare value for money from an effectiveness point of view.

1. Finance released as need/demand is demonstrated: Finance could be released in anticipation of need.  Immediate short falls in CTF could be met in the first tranche, later tranches would meet demand in other CIF programmes. 
2. Tranches linked to reform: Tranches would be released in response to progress to reforms set out in the Strategic Case.
3. Tranches linked to progress in establishing the Green Climate Fund: The second and third tranches would be released at fixed (e.g. 6 or 12 month) points if the GCF is not yet able to allocate finance. 


	B. Appraisal of options

To appraise the sets of options, the appraisal below considers a series of consecutive decisions, or a decision tree of decision levels.   


[image: image2]
An economic analysis of these options has been carried out at level 3, where there is sufficient evidence based on existing plans for a credible assessment.  

A political and social appraisal is also included (an environmental appraisal was conducted as part of the previous contribution to the CIFs – a summary is attached in Annex C). 
Decision Level 1. To fund or not fund the CIFs

Under a do not fund scenario, the CIFs would continue to operate as they are with the current level of pledges and committed funding.  While pledges stand at $6.5bn, realising this level of pledges over the short term (the next one to two years) is proving difficult, with some countries already behind schedule in making payments. See pledges against receipts below: 

Total

Pledge (2008) US$m

Receipt (Mar 2011) US$m

Aus

159

149

Can

98

98

Den

35

35

Fra

276

276

Ger

683

635

Jap

1454

484

Neth

76

76

Nor

137

72

Spa

141

100

Swe

89

74

Swiss

20

20

UK 

1190

1190

US

2000

502

Total

6358

3711

The benefits of not funding: 

· Leave up to £400m of ICF resources available for other multilateral or bilateral projects over the spending review period. 

· UK Government is not seen to be making up for countries who have not, up to now, fulfilled their pledges. 

The costs of not funding:

· Potential mitigation and adaptation opportunities from new and existing countries would be lost.  For example, the currently unfunded CTF investment plans for India (including deployment of super-efficient fans by 2014/15 avoiding up to 98 million tonnes of CO2 annually),and Nigeria (300 retrofitted and new high efficiency buses in Lagos will reduce carbon emissions by 13.5 MtCO2e over the lifetime of the project), unfunded elements of the Kenya investment plan and a possible investment plan from Tanzania.  

· There would be political cost, given the UK’s championing of the CIFs to date, if there was any sense of failure of the CIFs resulting from a lack of confidence in the instrument from the flow of funding to the CIFs, drying up when there are viable Investment Plans ready for support.  

· The potential to see through the reforms proposed by the UK, which may, depending on other option choices, be linked to the timing of release of future funding.  

· While not funding would save DFID & DECC administrative costs in finalising payments etc for the CIFs (the departments will still require administrative costs in terms of corporate compliance tasks for the existing £735m), the administrative cost of funding alternative projects for £375m funding would be considerably higher.  

· There would be reputational issues in not continuing to support the outcome of the Multilateral Aid Review, which indicated CIFs provided good value-for-money and therefore would receive further finance.  

Assessment of option:

Based on feedback from other donors at the Cape Town meetings of the CIFs in June 2011 and CIF meetings in Washington in November 2011, significant funding from across the donors is not imminently expected, although a small number of donors are considering extra funding this year and next.  As such, if the UK did put further funding into the CIFs this would not displace or crowd out other donors funds, i.e. the ‘do nothing’ option would not result in other donors providing the finance the UK would put in.

Not providing funding to the CIFs would mean not putting significant ICF funding into a multilateral funding mechanism that the rigorous MAR assessment has already indicated does provide good value-for-money (see strategic case above). Furthermore, the significant GHG mitigation, and extra jobs that could be created, would not be realised - for example the planned carbon emission reductions identified in the Nigeria Investment Plan of 55 million tonnes of CO2 equivalent over the ten years of the project.   The potential for the Nigeria Investment Plan to leverage US$1.316bn from the CIF investment of $250m could also be put at jeopardy.  

The potential allocation of funds to the Green Climate Fund or alternative pan-sectoral mechanism at this stage is not appraised due to lack of data, a detailed design document and considerable uncertainty over the date for actual disbursement.  However, the subsequent decision on timing of release of funding could be linked to the speed of the Green Climate Fund being ready to receive and release funds.  

Decision level 2: Deciding the overall level of extra funding to provide to the CIFs

There are two opposing factors determining the overall size of extra funds to be provided to the CIFs.  The demand or need from each of the different programmes, and the increased burden share a further UK contribution would result in.  

Demand for extra funding

The CIF Admin Unit have produced a paper
 outlining the demand for additional finance.  The demand in the paper can be separated into four different levels. 

a) Approved by a CIF Committee: For CTF this includes countries whose investment plans have been approved by the relevant committee and not funded or fully funded due to lack of finance – e.g. CTF/Nigeria&India (CTF investment in energy efficiency in India will accelerate the deployment of super-efficient fans by 2014/15 avoiding up to 98 million tonnes of CO2 annual, in renewable energy in India investments will scale up the installation of concentrated solar power, delivering up to 20GW of energy by 2022 and in transport investment in Nigeria for 300 retrofitted and new high efficiency buses in Lagos will reduce carbon emissions by 13.5 MtCO2e over the lifetime of the project).  

For PPCR  this includes countries such as Mozambique, Zambia and Nepal who have requested $52m, $60m, and $60m of concessional loans respectively and but due to lack of available resources have been limited to £36m each.  The full allocation of concessional loans in Mozambique would enable improved productivity and profitability of farm enterprises through adaptation of climate resilient technologies, it will also increase access to irrigated land for the targeted population – 70% of which are women.  These results are important in a country where 35% of the population are thought be chronically food insecure.  In Zambia it will reduce the proportion of poor in the pilot districts by 35%, with climate resilient plans benefiting socially vulnerable groups such as women, elderly, the incapacitated and youths. 

For SREP this includes the full Investment Plan for Kenya (and the expected plan for Ethiopia) where $85m has been requested largely to install and connect a new 200MW geothermal plant to the grid increasing Kenya’s renewable energy supply by 32%.  Connecting the 200MW power plant to the grid by 2015 will also demonstrate a model for replication to enable a potential 5000MW to be generated by geothermal power in Kenya by 2030.  
b) Identified by a Committee for funding if funds become available: i.e. countries identified by the committee for additional finance if money becomes available e.g. Tanzania, Mongolia under SREP.  These countries have yet to develop Investment Plans so no results or indicative results are available until funds are available. 

c) Additional countries proposed by Expert Groups:  Countries where the Expert Groups, originally established to recommend countries to participate in the pilot programme, identified additional priority countries for funding.  However, committees have not approved funding to these countries at this time. 

d) Other countries expressing an interest in receiving CIF funding: Other countries who have expressed an interest.

The funding implication of this demand is set out below
: 

CIF Programme

a) Approved by CIF Committee 

b) Identified by a Committee for funding if funds become available

c) Additional countries proposed by Expert Groups

d) Other countries expressing an interest in receiving CIF funding:

Total

CTF

Nigeria - $250m India $775m

Chile $200m

$1225m

PPCR

Shortfall from approved SPCRs and anticipated SPCRs
 $110m

12 countries at $110m
 each = $1320m

$1430m

SREP

Likely shortfall from reserve pot $25m

6 countries on waiting list at $40m
 = $240m

18 countries at $40m = $720m

$985m

FIP

3 countries at $52.5m
 = $157.5m

37 countries at $52.5m = $1942.5m 

$2100m

Level totals

$1160m

$390m

$1477.5m

$2662.5m

$5740m

a) + b)

$1600m

a) + b) + c)

$3077.5m

a) + b) + c) + d)

$5740m

Overall, from committee approved investment plans to countries who have expressed an interest, there is a potential demand for $5.74bn of extra funding.  To make a judgement about which levels of countries should be considered for financing, the life expectancy of the CIFs should be considered, the extent that the countries represent priority countries to receive financing, and the realism of countries receiving this financing from likely extra donor contributions.  

CIF life-expectancy

Given that the CIFs were always only intended to be an interim financing mechanism until a new financing mechanism was established, category d) should be discounted.   Depending on how quickly the Green Climate Fund is established category c) countries could also be discounted.  

Priority countries

Category c) countries were identified by the expert group, and can be considered as either vulnerable or with emissions reductions potential.   As such, given the alignment between the respective CIF programme transformative impacts and the ICF objectives, these countries could represent viable options for financing in the future. 

Potential additional finance

Current informal soundings suggest there a number of other donors are considering putting further funds through the CIF financing mechanism, beyond existing pledges.  This of course is highly dependent on the progress with the negotiations and speed of setting up the Green Climate Fund.  Early indications suggest these additional contributions could be anything between $100 and $500m.

Assuming the upper level of expected additional contributions from other donor, the UK would have to provide an extra $660m to meet all category a) countries needs (approx £440m).  To meet the need for all category a) and b) countries an extra $1100m is need (approx. £700m).    To meet category a), b) and c) countries an extra $2578m (approx £1685m).  

Increased burden share

Using the three possible additional funding scenarios from the extra country demand, the increased UK burden share is as follows (it is assumed that $500m will be provided by other donors).  

New UK contribution/$m
Total finance/$m
Receipts/$m
UK contribution/$m
UK burden share/$m
UK burden share based on funds so far received/$m
 0
6358

3711

1190

19%

32%

660

7518

4571

1850

25%

40%

1100

7958

4961

2290

29%

46%

2578
9436
6489
3768
40%

58%

Assessment of options

From the four different levels of demand, country category d) has already been discounted.  The other three levels, are viable in terms of meeting ICF objectives, however, the additional finances required practically exclude category c) countries as well, which as indicated above is more coherent with the likely timeframe for the Green Climate Fund to be established.  

While there is a clear CIF committee endorsement for category a) and b) countries, the finance required to include all category b) countries is still beyond the limit set by Ministers (up to £400m).  This indicates that the maximum amount of funding should be provided for category a) and b) countries i.e. £375m
.   The burden share for this level of funding is: 

New UK contribution/$m
Total finance/$m
Receipts/$m
UK contribution/$m
UK burden share/$m
UK burden share if receipts/$m
563

7421

4474

1753

24%

39%

This represents an increased burden share, against pledges from 19 to 24%, which for funding mechanisms.  However, while burden share can provide a useful benchmark in terms of the appropriate level of UK contribution it is important to note that in climate change funds donors tend to have quite varying levels of burden shares because of the fragmentation of the current climate architecture, and that donors often give proportionately large contributions towards their preferred funds, for example Spain (23%) in the Adaptation Fund or Germany (39%) in the LDCF.    As such a 24% burden share is not excessive.  

On the basis of this assessment i.e. that only category a) and b) countries should be financed, the decision at this level also implies that no further funding should be provided to the Forest Investment Programme at this time.  As such the following levels of the decision tree do not include an analysis of the FIP.  

Decision level 3: Deciding how to allocate funds between CIF programmes

The different options for dividing between the CIF programmes are: funding on the basis of demand; funding on the basis of fit with ICF objectives; and funding on the basis of an ICF shortfall (in different thematic areas). 

The economic case

An economic analysis has been carried out to consider potential costs and benefits in pursuing these three options using scenario analysis.  The expected costs and benefits of each option have been calculated, drawing upon currently available CIF programme and investment plan data for mitigation projects, and available data from other similar types of investments for adaptation programmes.  Benefits assessed include:

· tCO2e avoided/reduced and cost per tonne abated

· Benefit cost ratio data for adaptation interventions based on similar initiatives

For mitigation projects, we use the emerging ICF guidance on the appraisal of climate change interventions.  CO2 benefits are calculated on the basis of Treasury Green Book guidance, using the DECC carbon price and a 3.5% discount rate.  

Where potential benefits are non-quantifiable, these are set out in qualitative terms against the various instruments.  Broader HMG political considerations in relation to MDB reform and geographic priorities are also outlined as part of the appraisal.

Any cost benefit analysis should not be used to trade off one instrument against another, but rather to inform the expected benefits that might be expected from a given allocation strategy. These projects have distinct, (if sometimes) overlapping agendas, and each should be assessed on its own merits, and against its own results framework.

For example, the monetised carbon benefits flowing to large grid connected renewables projects under CTF are likely to be much greater than the energy access benefits from off grid SREP flowing to poorer communities
.  This does not mean that CTF projects are more important, but rather that the benefits of working at scale and the high value placed on carbon abatement in ICF economic appraisal make them more valuable.

Nonetheless, it is useful to review the results frameworks of the individual CIF instruments to assess to what extent the country investment plans and projects plans are explicit about the expected benefits, and to what extent these benefits can be monetised from an economic appraisal perspective.  This challenge is complicated by the fact that the instruments are still in ‘ramp up’ phase with many of the results frameworks and log-frames for individual projects not yet available.  Benefits set out in the National Investment Plans provide limited detail.   The evidence base for each of the instruments is considered in turn below:

CTF: Evidence Base

The overall objective of the CTF is to promote and enhance a low carbon development growth path and the highest level result stated in the CTF results framework is the transformation in energy supply and demand to low carbon development pathways, concomitant with social and economic improvement. Results necessary to achieve such a transformation, as stated in the CTF results framework, are: increased investment in clean production and consumption technologies; a strengthened enabling environment for clean production and consumption technology; low carbon technologies proven at scale; and the development benefit of decreased air pollution from energy production and consumption. Some of the transformational results set out in the Middle East and North Africa regional programme investment plan include:

· GHG reductions of at least 1.7 million tonnes of CO2-equivalent per year (if the program is successful and replicated, the global benefits would be far larger)

· Approximately 900 MW of installed Concentrated Solar Power (CSP) capacity

· $4.85 billion of co-finance mobilized, including sufficient concessional financing to ensure

viability of CSP plants

· Declining cost of the solar field in $/m2 over the life of the programme.

The investment plans and results framework set out a range of output level benefits from the CTF. Projects are framed according to their potential to be transformational in the markets in which they operate by demonstrating aspects such as commercial viability, establishing supply chains, and lowering technology costs.  In terms of quantifiable benefits at the Outcome and Output Level that might be used, these are classified as follows:

· Direct GHG emissions avoided (tCO2e)

· Increased employment generated (Net increase in number of jobs)

· Increased capacity to plan, manage, and finance clean technology solutions

Further indicators are then available at sector level (RE, DSM, Transport), for energy access, leverage and knowledge.

In practice, only CO2 costs and project abatement potential have been developed across the various investment plans, although energy production/savings are also provided for energy supply/efficiency projects.  Other indicators, such as access and jobs are less well quantified.  The table below provides an overview of CO2 data taken from the available country investment plans:

Estimated CO2 benefits and costs for a sample CTF investment project plans
Country

Project

Status (as Sept. 2011)

MtCO2e p.a. abated

MtCO2e Total abated

CTF Funds  ($m)

Total Funds Mobilised ($m)

Co financing / Leverage Ratio

Mobilised Investment $/tCO2e

CTF Investment $/tCO2e

Colombia
Transport

CTF & MDB Approved

2.8

28

$100

$2,325

22

$       83

$         4

Energy Efficiency

CTF App. Await MDB

1.71

17.1

$50

$670

12

$       39

$         3

Egypt

Wind Energy

CTF & MDB Approved

3.3

66

$200

$1,056

4

$       16

$         3

Urban Transport

Pipeline

1.5

30

$100

$865

8
$       29

$         3

India

NMEEE (EE) (SEAD+PAT)

Pipeline- ICF to fund

9.8

98

$100

$3,000

29
$       61

$         3

Partial Risk Guarantee (EE)

Pipeline- ICF to fund

2

40

$25

$1,885
75
$       50

$         1

Himachal Pradesh Hydro

Pipeline- ICF to fund

1

20

$100

$750

7
$       38

$         5

National Solar Mission

Pipeline- ICF to fund

n/k
n/k
$550

$11,500

20
n/k
n/k
Indonesia

Geothermal

CTF & MDB Approved

5.1

101

$300

$2,010

6
$       20

$         3

Energy Efficiency

Pipeline

5.5

110

$100

$1,100

10

$       10

$         1

Kazakhstan

Ren. Energy

Pipeline

1.25

25

$116

$596

4

$       24

$         5

District Heating

CTF & MDB Approved

1.5

30

$63

$313

4

$       10

$         2

Energy Efficiency

Pipeline

1.5

15

$22

$102

4
$         7

$         1

MENA 

Con. solar power
Pipeline

1.7

34

$570

$5,604

9
$     165

$       17

Mexico

Urban Transport (IBRD)

CTF & MDB Approved

2

40

$200

$2,400

11

$       60

$         5

Renewable Energy (IADB)

CTF & MDB Approved

1.8

35.5

$125

$2,185

16

$       62

$         4

Energy Efficiency (IADB0

CTF App. Await MDB

5.4

54

$ 75

$412

4

$         8

$         1

Lighting EE (IBRD)

CTF & MDB Approved

4

40

$ 50

$650

12

$       16

$         1

Morocco

Combined Programme

CTF App. Await MDB

2.3

34.5

$150

$,650

10

$       48

$         4

Nigeria

BRT Lagos

Pipeline- ICF to fund

1.25

13.5

$50

$379

7
$       28

$         4

Bus Kano Abuja

Pipeline-ICF to fund

1.25

13.5

$100

$382

3
$       28

$         7

Energy Efficiency

Pipeline- ICF to fund

2

20

$100

$555

5
$       28

$         5

Philippines

Renewable Energy (WB)

CTF App. Await MDB

0.35

5

$75

$ 1,505

19

$     301

$       15

Transport (BRT)

Pipeline

0.7

7

$ 50

$350

6

$       50

$         7

ADB Solar

Pipeline

0.1

2.5

$125

$ 925

6

$     370

$       50

South Africa

Con. solar power
TFC App. Await MDB

0.45

9

$250

$600

1
$       67

$       28

Wind

CTF App. Await MDB

0.25

5

$100

$ 400

3

$       80

$       20

Solar Water Heaters/EE

Pipeline

2.5

37.5

$150

$ 1,350

8

$       36

$         4

Thailand

Clean Energy

CTF App. Await MDB

4

80

$230

$ 1,676

6

$       21

$         3

Urban Transport

Pipeline

1.18

11.8

$70

$ 1,267

17

$     107

$         6

Turkey

Ren.Energy/Smart Grid

Pipeline

3.1

62

$150

$ 1,580

10
$       25

$         2

IFC/EBRD Energy Efficiency

CTF & MDB Approved

4

40

$  100

$ 520

4
$       13

$         3

Ukraine

Ren. Energy

Pipeline

0.7

14

$ 75

$405

4

$       29

$         5

Energy Efficiency

Pipeline

3.2

32

$125

$1,050

7

$       33

$         4

Smart Grids

Pipeline

n/k
n/k
$50

$ 450

8

n/k
n/k
Zero Emissions Power 

Pipeline

1.8

36

$100

$ 700

6

$       19

$         3

Vietnam
Industrial EE/ESCO/ Transmission

Pipeline

6

60

$100

$1,315

12

$       22

$         2

Private sector RE/RE Fund

Pipeline

8.125

162.5

$ 100

$ 1,480

14
$         9

$         1

Urban Transport

Pipeline

1.3

13

$ 50

$ 1,150

22

$       88

$         4

The current CTFs average co-financing /leverage ratio is 6.5.  This is based on information from 32 individual projects approved by the CTF Trust Fund Committee (TFC) as of September 2011
.  Within this 17 projects have been approved by MDBs (av. leverage ratio 7.5), and the remaining 15 projects are awaiting approval (av.  leverage ratio 5.1).

On average CTF projects are estimated to deliver emission reductions of one tonne CO2e per £20 of total investment mobilised (based on the sample of investment plans presented in the table above where detail is currently available). Across projects the average cost of investment per tonne of CO2e abated ranges from £4 to £232. 

This average can be used as a proxy for estimating the level of GHG emission savings from funding of potential future projects where detailed investment plans are not available.  This average figure of £20/tCO2e may not reflect the true cost and returns of individual projects.  Future projects with higher costs per tonne (such as large renewable projects) will have lower GHG emission savings for a fixed level of funding.  In contrast energy efficiency projects may have lower costs than average and higher potential GHG emission savings.  Each individual project will be assessed on their own merits.

It is also important to note that this estimate of investment per tonne of GHG saved does not reflect wider benefits to society, such as benefits from energy saved, energy access and transformative change.  Social returns and benefits may be higher than just the GHG savings estimated.
This figure does not reflect wider costs and benefits of CTF projects  There are additional benefits flowing from increased quality and scale of energy supply, jobs and industrial supply chain, but these are not possible to quantify on the basis of information supplied in the Investment Plans.  M&E reporting remains at an early stage.
From an implementation perspective, the CTF is the most advanced of all the CIF instruments in terms of implementation, and is likely to provide the most robust evidence framework in a timely manner from project implementation and M&E perspective.  Its tendency to provide co-finance to large scale grid-connected generation projects means that it is unlikely to deliver benefits to the poorest communities who currently lack access to power.

SREP Evidence Base

The top level result in SREP’s results framework is the transformation of energy supply and use by poor women and men in low income countries, to low carbon development pathways, in a way that has social and economic benefits in addition to being low carbon. In order to achieve this transformation, SREP’s results framework also strives for: an increase in renewable energy investments (public and private); a strengthened enabling environment for renewable energy production and use (i.e. implementation of policy and regulation related reforms); increased economic viability of the renewable energy sector – growth of the sector should provide increased employment. Expected co-benefits included in the results framework are increased energy security and improved respiratory health of a country’s population, but particularly for poor women and children. Kenya’s Investment Plan contains a range of expected transformative results (some of the baselines are yet to be confirmed):

· the number of new households connected to electricity in the rural areas and the rural population consuming energy services from new hybrid renewable energy systems; 

· a change in the energy development index - EDI (per capita electricity consumption)

· increased renewable annual supply from 3525 GWh in 2010 to 5,167 by 2015

· additional geothermal power connected to the national grid  from a baseline of 0 in 2010 to 200 MW by 2015 

· percentage of private sector RE investments of total new energy investments

· change in percentage of total energy sector employment working in RE (both women and men). 

SREP seeks to improve energy access within poorer countries, whilst maximising low carbon development benefits.  The SREP results framework is similar to that of the CTF, with an added energy access and poverty dimension.  The evidence base from SREP remains limited due to early stage implementation.  Of the six countries piloting, only one – Kenya – has so far agreed and published its SREP Investment Plan.    The Kenya IP envisages an SREP contribution of $85m to an overall project of $928m focussing on Geothermal, hybrid mini-grids and solar water heating spread over 2 phases. It has a number of targets specified in its results framework:

· An increase in grid connections from 1.4 – 2.2 m by 2015

· An increase in mini-grid connections from 22k to 33k by 2015

· 10 tCO2e displacement of CO2 from mini-grids 

· 1061 tCO2e displacement from grid displacement

· Leverage of SREP to third party investment of 1:8

· 200MW of additional geothermal capacity

There are a range of catalytic and transformative objectives also described, with targets to be developed.  In particular, the project seeks to take advantage of the potential 7000MW of geothermal resource in country. These include targets for:

· Increase in percentage of RE of total new energy investment

· Increase in RE generated by private sector

· Replication of development model (5.1GW by 2030)

· Increase in % of people working energy sector working in RE

· Increase in number of rural households connected

· Higher deployment of hybrid RE systems

· Reduction in cost of renewable deployment

On the basis of the Kenya Investment Plan, the overall investment per tonne of CO2 abated is £12.6. The Benefit Cost Ratio for CO2 benefits alone is 1.6:1. 

From a qualitative perspective, funding SREP is likely to provide the ICF with greater exposure to lower income countries and maximise the poverty and development benefits of funds.  However, the focus on energy access for the poor will mean that CO2 benefits will be lower than those of CTF projects.

PPCR Evidence Base

The PPCR results frameworks has two key transformative impacts: the improved quality of life of people living in areas most affected by climate variability and climate change, and increased resilience in economic, social and eco-systems to climate variability and climate change through transformed social and economic development. The PPCR aims for replication via improved institutional structures and processes to respond to climate variability and climate change; scaled up investments in climate resilience; and replication of PPCR learning in non-PPCR countries.

The PPCR’s results frameworks reads across to Bangladesh’s Investment Plan, which contains the following expected transformational and replicable results:

· Improved quality of life of people living in the coastal region, mostly affected by climate variability and climate change.
· Transformed social and economic development with increased resilience in economic, social, and eco-systems to climate variability and climate change. 
· Adopted programmatic approaches, formalised participatory processes and established mechanisms for private sector involvement in comprehensive climate resilient development. 
· Scaled-up climate resilient investments in agriculture, coastal defence, water supply, connectivity, funding for individual housing project.

· Transfer of PPCR lessons to other countries.

PPCR funds projects to build resilience to that element of anthropogenic climate change impact that is not being mitigated.  While many national programmes have been approved, detailed project preparation work remains underway and as such the availability of detailed results frameworks and logframes is limited.  There are a number of indicators used for each project, but these tend to be output based (i.e. number of people benefiting from some form of resilience), and not fully monetised in any form of formal cost benefit assessment.

PPCR stresses the role of catalysing complementary forms of investment (not always financial) in communities, markets, communications, governmental institutions and physical infrastructure that together provide a foundation for adaptation.  The investment projects also focus on bringing about additionality to identified development efforts.  By doing so, the projects tend to be focused not only on priority sectors, but aligned with priority initiatives.  From a cost effectiveness perspective, for example, the Cambodia PPCR submission estimates that $1 of PPCR funding results in $4 of development investment being made climate resilient.    Care is also taken to elicit a clear overview of regulatory and communication challenges with resilience activities and projects must include institutional engagement and knowledge management activities.

Some of the project components are developing indicator sets that would imply that benefits may well be monetisable.  For example, in Bangladesh, projects are monitoring programme impacts such as improved crop yields and increased income streams for farmers.  However, these cost-benefit calculations are not explicitly made in the context of the Investment Plans.

Given the lack of cost benefit analysis undertaken for the individual investment plans and projects, and the context-specific nature of adaptation economic appraisal (as opposed to carbon mitigation which is a globally priced commodity), it is difficult to estimate the value of potential benefits under PPCR.  For this reason we have taken a two-pronged approach to reviewing the PPCR.  The cost benefit analysis below provides an estimated benefit-cost ratio for cross-reference with the other CIFs, but it does not have the credibility needed to form a central part of our analysis in this business case.  We have also assessed the PPCR against other adaptation funds – the Adaptation Fund, LDCF and SCCF – in terms of results, fit with UK objectives, MAR, allocative efficiency, technical and operational efficiency and need

The review of cost benefit analysis was undertaken for similar adaptation programmes’ activities
.  The review found a range of positive benefit – cost ratios of up to 10:1, with most between 2:1 and 5:1.  Based on experience of other programs outlined above, it has been assumed that a BCR (Benefit Cost Ratio) of 2:1 can be used as a planning proxy for adaptation based activities under PPCR for the purposes of this business case.  This makes the reasonable assumption that no interventions will be made where costs outweigh benefits.  While it can be assumed that some of the adaptation measures implemented under PPCR may have benefits far in excess of this (BCR of 5:1 and higher), the implementation success of all projects implementation cannot be taken for granted.  As such, the BCR 2:1 seems to be a reasonable planning proxy, and potentially conservative, if project sourcing, design and implementation are done in a high quality manner.

From the perspective of leverage, adaptation funds are more likely to be in the form of grant for least developed countries.  For this reason, the cost benefit analysis suggests a limited leverage (1.5:1), on the basis that there will be some match funds from government.  

The alternative review against other adaptation funds is expanded in the assessment of options at the end of decision level 3. 

Option 1: Funding on the basis of demand

Using the category a) and b) countries with demand for extra resources:

CIF Prog.

Additional need

Total additional resources/$m
Implied Split
Allocation
 /£m from UK
Estimated finance Leveraged

/£m
Burden Share /%
Estimated PV (present value) CO2 benefit estimate

/£m
CTF

Chile ($200m), Nigeria ($250m), India ($775m)

1225

76%

285

1853
20%
2128
PPCR

Current shortfall ($110m)

110

7%

26

13

37%

79
SREP

6 reserve countries at $40m each.  

265

17%

64

446

41%

796

Total
1600

 

375

2312
3002
From an economic perspective, based on the implied splits and on the basis of a total CIF contribution of £375m we estimate total funds leveraged would be £2312m, with burden shares varying between 20% and 41%, with total estimated CO2 benefits of £3002m.

The pros of this option are: 

· This option responds directly the current demand for extra resources from existing and new countries (e.g. Nigeria and India for CTF, Kenya for SREP and Mozambique, Zambia and Nepal for PPCR – details of results within each investment plan are provided above).  

· The burden share for all funds is well below 50% for the UK (in comparison to options below). 

The cons of this option are: 

· This option supports the full 6 reserve countries receiving extra funds under the SREP.  The disadvantages of this are that these countries include some countries such as Armenia and Mongolia, are not priority countries to support under the ICF. 

· With the allocation the option delivers to the PPCR this is significantly less than the $110m shortfall in demand for concessional loans.  

· This option is heavily weighted towards low carbon development (93%) rather than adaptation (7%) – i.e. in contrast to the 50% Ministers have suggested should be the target for all ICF funds. 

Option 2: Funding on the basis of fit with ICF Objectives

Under option 2, funds would be allocated on the basis of a fit with the ICF objectives.   The ICF is intended to contribute to the UK’s 2020 international climate change objectives of: 

i) Developing countries have adopted low carbon development pathways in line with the trajectory to a 2 degree goal. 

ii) Poor and vulnerable people in developing countries supported to respond effectively to existing climate variability (CV) and future impacts of climate change (CC). 

iii) 50% reduction in deforestation achieved in developing countries. 

iv) Mobilisation of $100 billion per annum for low carbon climate resilient development. 

Against each of these objectives the different CIF programmes have been scored on a scale of 0-5 with 5 high, in the table below:

CIF Prog.

LCD to 2 deg

Poor resilient to CV and CC

Red defor

Climate finance (using leverage ratio)
Total score

Financing at £375m
Implied % Split

Estimated finance Leverage

/£m
Burden Share /%
Estimated PV CO2 benefit estimate

/£m
CTF

5

0
0
Leverage 6.5

Score – 3
8
103m

28%

672

16

772

PPCR

0
5

0
Leverage 1.5

Score – 1 

6
78m

21%

39

41

233

SREP

3
2
0
leverage 8 score 4
9
116m

31%

815

50

1452

FIP

0
0
5

leverage 2

Score 1
6
78m

21%

81

42

1172

Total
1606

3629

From an economic perspective, based on the implied splits and on the basis of a total CIF contribution of $375m we estimate total funds leveraged would be £1606m, with burden shares varying between 16% and 50%, with total estimated CO2 benefits of £3629m.

Pros:

· The option provides roughly the amount needed £70m to meet the shortfall in PPCR financing. 

Cons:

· The option provides significant funds to SREP in comparison to CTF, where the current need – in terms of countries coming forward with plans is CTF.  

· This delivers a sizable contribution to FIP, where this is currently no demand within category a) or b) countries.   

· The SREP burden share increases to 50%.

Option 3: Shortfall in ICF funding

The thematic split as currently agreed by Ministers for the ICF is 50% adaptation, 30% LCD and 20% Forestry, the CIF programmes directly deliver adaptation (PPCR), LCD (CTF and SREP) and Forestry (FIP).  Two sets of numbers have been used for the ICF portfolio, the current total pipeline figures over the Spending Review period, and the projects already past concept approval stage.   

CIF Programme ICF theme

Current predicted ICF spend

Current shortfall against agreed split.
Implied split

Finance assuming £375m
Estimated finance  Leverage

/£m
Burden Share /%
Estimated PV CO2 benefit estimate

/£m
Low Carbon Development (CTF + SREP)

569m of 870m
301m
38%

142.5m (split equally)
CTF 463
CTF 15%
CTF £532
SREP499
SREP 43%
SREP 889
Adaptation (PPCR)

1049m of 1450m
401m
52%

195m

98
50%
585
Forestry (FIP)

499m of 580m
81m
10%

38m

39
36%
566
1098
2573
From an economic perspective, based on the implied splits and on the basis of a total CIF contribution of £375m we estimate total funds leveraged would be £1098m, with burden shares varying between 15% and 50%, with total estimated CO2 benefits of £2573m.

Pros:

· This provides significant resources to adaptation, which is more closely in line with the agreed ministerial split between adaptation and mitigation.  
Cons:

· Given that both SREP and CTF contribute to the LCD theme, this option delivers the least to CTF, where the need is greatest.  
· This delivers significantly more finance to Adaptation than the current shortfall. 
· The burden share in PPCR for the UK reaches 50% (higher than other options above).
Assessment of options

The analysis above, which compares the different options based on 3 criteria, the extra funds leveraged through the option, the new burden share the option implies and the estimated CO2 benefit.  In summary (with each option being ranked 3 high to 1 low): 

Option

Leverage

Weight

Burden Share

Weight

Estimated PV CO2 benefits (£m)

Weight

Total

Option 1

2312

3

20-41%

3

3002

2

8

Option 2

1606

2

16-50%

1

3629

3

6

Option 3

1098

1

15-50%

2

2573

1

4

In comparing these 3 criteria option 1 – responding to the current need (for category a) and b) countries) marginally appears the best option both in terms of volume of finance leveraged and on estimated CO2 benefits. 

However, as the pros and cons above illustrated the choice of option 1 is not clear cut, and this option does particularly poorly against UK commitments to provide balanced climate financing for both mitigation and adaptation i.e. option 1 provides less to the PPCR than is needed and is heavily weighted towards low carbon development. As previously noted, there are significant uncertainties around the cost benefit analysis for the PPCR.  For this reason an assessment has been carried out across multilateral funding instruments for adaptation, looking at a qualitative assessment, an economic case in terms of allocative efficiency and technical and operational efficiency, and an appraisal of finance.    

Qualitative assessment  of PPCR funding:  

There is a strong case for a portfolio of funds, with support provided to the LDCF, Adaptation Fund and PPCR.  Each of these funds fulfils an important role in the adaptation architecture, though none is perfect. Levels of financing to each fund should be commensurate with the strengths and areas for improvement.  The PPCR has the following strengths and weaknesses:

+ Signal that building climate resilient plans with programmatic support is UK preferred approach

+ Signal that adaptation funds need to prioritise based on vulnerability

- Concerns around lack of country ownership and limited choice around implementing partners

+ country selection based on spread of highly vulnerable countries, using advice of expert group

- just a pilot, so small number of countries

+  technical assistance component

+  focus on developing climate resilient pathways

- MDBs criticised for ‘mission approach’ instead of building national capacity

+ Demonstrates UK support for adaptation

- Limited number of countries receiving funds, use of loans and lack of choice over implementing partners are of concern to many developing countries in negotiations

Economic appraisal

In terms of allocative efficiency there is a strong case for a portfolio of support to the PPCR, LDCF and Adaptation Fund, with the largest share going towards the PPCR.

The PPCR scores highest in allocative efficiency (mainly because of country focus and scale effect) and so it would make sense to provide the most substantive contribution to the PPCR 

In terms of technical and operational efficiency there is a strong case for a portfolio of support, with the largest share going to the PPCR.  There is little to distinguish between the Adaptation Fund and GEF funds in terms of technical efficiency.  The PPCR appears quite strong against the criteria, apart from it’s relatively weak knowledge management systems, thereby justifying continued funding. The PPCR sub-committees seem to be more comfortable in appraising the investment decisions made by the MDBs, although offsetting this strength is the PPCR’s relative weakness at knowledge management, which is an area where the GEF funds seem to have stronger systems in place.  The fact that all the Funds are very young is a reminder that the evidence in on technical and operational efficiency is very tentative in nature; it is based largely on performance so far or stated objectives. This provides further justification for a portfolio approach which avoids attributing too much weight to this early evidence on technical efficiency.

Appraisal of finances 

Besides the $110m shortfall of concessional loans already identified, there is a good case to make additional funds available to those countries at high risk of debt distress who cannot access concessional loans (as agreed at the November 2 2011 PPCR sub-committee).  To provide these countries with the same level of resources as other countries an additional amount of $107m
 would be required.  In pounds sterling the required balance is £134m.  However, the UK should clearly not shoulder the burden for all of the £134m of un-met need in the PPCR alone, and we should ensure our burden share does not go above 50%.  A contribution of £70-110m would:

· be a strong statement of support for the PPCR, in line with our assessment of its value, and the outcomes of the MAR

· help meet the majority of countries expectations that they have set out already in SPCRs

· provide additional finance to 7 highly vulnerable countries, and two priority regions

· take us to a contribution of approximately 43-46%

As with the above analysis for PPCR there are also other factors besides, leverage, CO2 and burden share of relevance to SREP, with clear co-benefits beyond CO2 reductions e.g. the number of new households connected to electricity in the rural areas and the rural population consuming energy services from new hybrid renewable energy systems (SREP).

Given the above additional analysis above it is proposed to increase the funding to PPCR within option 1.  This would enable PPCR, which can demonstrate adaptation funding at scale, to receive sufficient funding to meet existing Investment Plans.  With the UK taking the lead in PPCR financing there is also a good case for additional financing.   As such it is proposed that the UK contribute to the balance of concessional funding required for PPCR (using HMG CDEL financing).  It is also proposed to make a grant contribution (using HMG RDEL financing), particularly focussed to those countries unable to access concessional loans.  The total proposal would be £70m for grants (RDEL) and £30m of Concessional loans (CDEL).     

For SREP it is proposed to address the shortfall in the reserve – this would enable existing pilots to fully implement their Investment Plans, however, given the analysis above does suggest a bigger contribution than just $25m, it is proposed to contribute enough funding to fund one additional country’s investment plan from the 6 category b) countries – this is important at this stage as countries are now starting to prepare Investment Plans.  For SREP this equates to $25m + $50m = $75m or £50m.   

In light of the above it is proposed to modify option 1 to take account of the above analysis of PPCR funding as follows: 

CIF Programme

Original Option 1

Modified Option 1

Whether CDEL/RDEL

£

£

CTF

285

225

100% CDEL

PPCR

26

100

30% CDEL/70% RDEL

SREP

64

50

100% CDEL

Total

375

375

Decision level 4: Earmarked allocation with instruments

Within each fund different approaches could be taken i.e. ring-fencing finance on the basis of individual country plans or instruments.

CTF

For CTF given the approved plans for Nigeria and India (category a) countries) and potential for financing and Chile (category b) country)  benefits would be much more specific tied to the individual projects being implemented than to broader expectations.

The Nigeria Investment Plan:  The IP presented proposes $250 million in CTF lending resources that will leverage $722.3 million in related MDB investments and an additional $344.5 million from other sources (including other development partners, counterpart funds, commercial banks and project sponsor equity). In all, the Investment Plan envisages a total investment of US$1.316 billion leveraged through partners, counterpart funds and the private sector. The IP seeks to help Nigeria further its growth and development aspirations through a low carbon strategic approach of appropriate mitigation actions. In all, the plan will achieve a total of carbon emission reductions of up to 55 million tonnes of CO2-equivalent over ten years.  There are 3 projects envisaged: BRT in Lagos, Bus Improvements in Abuja and Kano, and Energy Efficiency through FIs.  

The Indian Investment Plan envisages 4 transformative initiatives.  These include:

· Support for the National Mission for Enhanced Energy Efficiency (NMEEE)

· Partial Risk Guarantee for Energy Efficiency Technologies 

· Support to the Jawaharlal Nehru National Solar Mission (JNNSM)

· Himachal Pradesh: Development Policy Loan on Environmental Sustainability and Climate Change

The first two would address the critical gaps in the demand side and usher in a framework for promoting energy efficiency on an accelerated scale so as to significantly reduce the energy intensity of India’s economic growth.  The latter two have potential transformative impact on the supply side. The energy efficiency  investment will accelerate the deployment of super-efficient fans by 2014/15 avoiding up to 98 million tonnes of CO2 annual.  The investments in concentrated solar power, could deliver up to 20GW of energy by 2022.  

Combined, the Nigeria and Indian Investment Plans offer a higher potential leverage (17x) than the average of the CTF portfolio, and close to the average investment cost per tCO2e abated (approximately £21/tonne).

Given that the Nigeria Investment Plan was endorsed first (Nov 2010) by the sub-committee, it is expected that funds will go to that plan first.  The next Investment Plan approved was India (Nov 2011), as such any remaining UK funds would fund the India Investment Plan – along with other likely donor contributions.  
SREP

For SREP, the first priority, given approval of is the second phase of Kenya’s Investment Plan ($35m of SREP funding requested), which would enable the completion of the geothermal plant of 200MW, which increases Kenya’s renewable energy supply by 32%. Assuming the Ethiopia Plan is approved in March 2012 ($40m of extra SREP funding requested) and given the SREP reserve is currently only $50m there is a potential shortfall of $25m.  In addition at the May 2012 SREP sub-committee, there will be a paper presented on how to allocate additional contributions (e.g. from Norway) to the 6 countries on the reserve list approved for funding if extra funds become available.  Once phase two funds have been existing pilots have been met, it could be appropriate to allocate finance to one of the Investment Plans from the reserve list.  These countries have now been given $300,000 to work up Investment Plans, so financing of these plans is realistic for the funding period of the ICF.

Norway has already provided additional finance, with the explicit expression that this should be used to fund a country on the reserve list.  It is proposed that the UK follow a similar approach with up to $50m funds available.  

PPCR

For PPCR the need identified is to make up the shortfall in concessional loans $110m (approx. £70m) for existing countries, for example Mozambique and Zambia where the full allocation of concessional loans in Mozambique would enable improved productivity and profitability of farm enterprises through adaptation of climate resilient technologies, it will also increase access to irrigated land for the targeted population – 70% of which are women.  These results are important in a country where 35% of the population are thought be chronically food insecure.  In Zambia it will reduce the proportion of poor in the pilot districts by 35%, with climate resilient plans benefiting socially vulnerable groups such as women, elderly, the incapacitated and youths. 

It is proposed that for PPCR an unearmarked contribution of concessional loans (CDEL) is provided to respond to the required need for existing pilots.  As the above comparison across multilateral adaptation funding instruments indicates, there is also a good case for providing additional grant funds (RDEL) for countries that cannot access concessional loans due to their high debt risk.  As such it is proposed to provide £30m along with possible contributions from other donors for such countries.  

The alternative would be to finance one of the other 12 countries considered by the expert review, however, these countries fall in to category c) countries (in the above analysis) and do not yet have PPCR sub-committee endorsement.   

Assessment of options

CTF:  There is high demand of $1225m for the CTF in the next 6 months
, with the Nigeria Investment Plan is approved and ready to be funded.  The India plan has also just been approved (Nov 2011).  £225m is the maximum available UK funding from the original ‘up to £400m’ for the CIFs once PPCR and SREP funds have been factored in.  However, early indications and informal discussions suggest that other donors are actively considering contributing to the CTF over the next 6 months.  As such it is proposed that the UK limit our contribution for the time being to the CTF to £150m.  

PPCR: The proposed £70m capital makes up the shortfall in concessional loans for approved Investment Plans, and also provides the ability, through £30m of resource, for the sub-committee to allocate grant funding for those countries not able to access concessional loans due to their high debt risk. 

SREP The proposed allocation of £50m is sufficient to both provide the extra funding required for phase 2 proposals from Kenya and Ethiopia and providing additional resources for one country on the reserve list of countries.  The SREP sub-committee has already started the process for reserve countries to produce Investment Plans for possible funding.  A limited number of these countries are ICF priority countries.  

Decision level 5:  Engagement and Reform sensitivities:

Reform options

1. Full endorsement and implementation of UK proposed reforms: 

Pros:

· This would emphasise the importance of the CIF’s governance structure following good practice, i.e. looking to respond to weaknesses and find solutions to improve value for money and effectiveness. 

· Improving the effectiveness of the CIF’s ahead of the Green Climate Fund getting up and running will provide a more useful instrument to learn from. 

Cons:

· Progress against for all elements of the UK’s paper is dependent on discussion and ultimate endorsement by the CIF’s governance mechanism of a range of actions agreed at the November 2011 Joint Trust Fund Committee. 

2. Absorption of the CIFs by the Green Climate Fund (GCF): 

Pros:

· Making changes to the CIFs could make the ultimate change to the Green Fund easier. 

Cons: 

· The final design of the GCF at the time of writing this business case is still not certain, although it is expected progress will be made at the Durban 2011 Conference of the Parties (COP), the detailed design of the GCF is likely to take a significantly longer period of time before funding can be transferred.   

· Making significant changes to the CIF framework and governance documents will be hard to get agreed at the CIF Trust Committees.

3. CIFs left to wither on the vine:

Pros:

· Difficult and protracted discussion on changing the CIFs and the related opportunity costs would be avoided. 

· Trying to unlock the range of current contributions (loans, concessional loans, grants) to the CIFs would be avoided. 

Cons: 

· Potentially significant projects and financing would not be available to the GCF to give it greater credibility and resources. 

Assessment

Option 1 - pushing for progress on UK reforms to get maximum value-for-money from our existing and new contributions to the CIFs is a priority, this by its nature is not mutually exclusive from options 2 and 3, so should be pursued aggressively.   

Options 2 and 3 do present a choice.  We should push to wind up the CIFs as soon as possible, though recognising that legal issues may make transferring funds very difficult.  A pragmatic approach should be followed to ensure best value for money.  Decisions will need to be taken and proposed to the ICF Board and Ministers once clear options present themselves.  

Engagement options

1. Intensive engagement: 

Pros

· Lessons and results from the CIFs are widely made use of for future climate financing.

· Appropriate corporate compliance – such as risk management - is followed. 

· The CIFs are used to continue to improve MDG climate financing. 

Cons

· Staff resources could not be made use of elsewhere. 

2. Increasingly low level engagement:

Pros

· Dedicated CIF staff resources could be deployed elsewhere. 

Cons

· The quality of corporate compliance (such as risk management) and scrutiny could drop below a satisfactory level. 

· Results and lessons would not be made use of. 

· The potential benefits of influencing the wider climate architecture could be lost. 

Assessment

It is proposed that an intensive level of engagement is maintained given the size of UK’s combined investment into the CIFs and the risks associated with this, which need active management. 

Programme management options

1. finance released as need/demand demonstrates:

Pros:

· UK finance would be used as and when it was needed. 

Cons:

· It would be more resource intensive to set up an agreement that clearly identifies some of the UK’s financing. 

· The CIFs (and MDBs/countries) would not be able to plan given the uncertainty of funds available. 

2. Tranches linked to reform

Pros:

· Greater leverage for reforms using UK funding would be possible. 

Cons: 

· CIFs and MDBs would not be able to plan given the uncertainty of funds available. 

3. Tranches linked to progress in establishing the Green Climate Fund:

Pros:

· CIF funds could be held back that could be switched to the GCF if this was set up sufficiently quickly. 

Cons: 

· CIFs and MDBs would not be able to plan given the uncertainty of funds available. 

Assessment 

It is proposed that funds are released in two tranches, the first to respond to immediate need (CTF – Nigeria and possibly India) and PPCR concessional loans for those countries whose plans have already been endorsed.  

The second tranche after six/12 months, would be available to existing countries second phase of programmes and new SREP country(s) and remaining PPCR countries seeking additional concessional loans.  This second tranche would also enable some leverage for the UK’s desired reforms to take place. 

Political and social appraisal

Political Economy

Political economy issues are relevant both at the national level where CIF programmes are implemented, but also at the international level.  

At the national level some political economy concerns have already been documented
.  These highlight that allocation of CIF investments at the sub-national level are or are perceived to be influenced by party-political interests; that the perception that there is a time imperative driving the delivery of the CIFs means that the stated broad participation in developing investment plans does not live up to expectation – which ultimately can undermine the desired transformational aim of the CIFs; that the terms used in the CIFs – such as ‘transformative change’ are interpreted in differing ways, with implications for power and resource allocation.   A World Bank study on sustainable urbanisation also emphasised the importance of understanding the political economy, which includes “breaking political patronage systems that support existing urban transport and which would oppose the introduction of more efficient, equitable Bus Rapid Transit systems”.  These concerns point to the need for attention of the national level political economy issues by the MDBs in designing projects and investment plans, and not to short-cut the consultation processes with stakeholder groups at the country and community level.  This last point was one of the target areas identified for progress in the UK’s proposals to strengthen the CIFs (see annex A), where an explicit indicator of progress is: “engagement with private sector associations and civil society in the development of all investment plans and, unless justified otherwise, projects.  This engagement should be explicitly set out in each plan or project, along with clear plans for continuing stakeholder involvement in monitoring and evaluation”.
At the international and global level there are also political economy issues to be aware of.  Climate change is clearly an issue high up the political agenda, particularly around the negotiations and inter-state politics around the UNFCCC.  With the Climate Investment Funds being formed to provide an interim funding mechanism until a mechanism has been established under the UNFCCC, and being implemented through the MDBs, they have drawn criticism from international NGOs in particular.  As with the national level, one conclusion drawn
 is for CIFs to ensure there is broader engagement by countries and civil society in those countries.  This again highlighting the country ownership and transparency reform proposed (Annex A) where a target is that “MDB staff are effectively supporting country leadership”
Social Appraisal

In a speech on ‘Beyond Aid (11 November 2011) DFID’s Secretary of State’s argument had two elements, the first being that ‘the Coalition Government is making sure that development needs are recognised in all its policies, from conflict reduction and wealth creation to climate change and anti-corruption’.

In November 2010 a strategic environment, social and gender assessment of the climate investment funds
 was presented to the Trust Fund Committees.  Given that at this time only the Clean Technology Fund had any substantial Investment Plans and projects to carry out the analysis, this mostly focussed on renewable energy/clean technologies.  The top level conclusion of this (in contrast to environmental co-benefits) was that “social and gender co-benefits do not occur automatically when clean technologies are implemented”.  With the exception of shifting from biomass solid fuels to clean energy, which has a direct impact on women and children’s health and time, other renewable energy projects “need to be designed in a pro-poor way for social and gender co-benefits to be realised”. 

The report includes some of the social and gender dimensions of clean technology and renewable energy interventions – some examples are included in the table below: 

CIF intervention

Social effect

Gender effect

General

While access to energy is critical to achieve the MDGs, increasing availability of energy at the national level will not necessarily benefit poor people unless specifically targeted. 

Experience of power sector reforms shows that many have failed to provide poor people with affordable energy. 

Access to energy services can improve women’s social, economic and political life, by reducing the time and effort within domestic work, enhancing health and educational conditions.  

Urban transport

The social benefit from bus rapid transit systems (BRT) is reduced journey times, cutting transport costs and improving employment opportunities.  

In order to maximise social benefits, BRT routes should maximise coverage for poor urban areas. 

Women are usually the last to have access to modern and expensive forms of transport and walk because there are no other options: urban transport needs to be responsive to female and male customer’s needs. 

Geothermal energy projects

Geothermal projects may lead to resettlement.  

Resettlement may adversely affect women as lack of property rights can deny women equal access to compensation.  As a result displacement can often lead to disempowerment and material impoverishment of women.  

The report also highlighted the developmental co-benefits linked to CTF financing and set out some of the social issues to be aware of for these to be realised, the table below provides some examples: 

Technology

Potential for co-benefit

Requirement needed for co-benefit

Solar and wind

· Employment in rural areas for off-grid projects

· Improved electricity coverage in rural areas.

· Local business opportunities using electricity

· Training needed to help local people get employment in renewable energy.

· Community participation in management of small scale renewable energy. 

· Implementation safeguards in relation to any resettlement. 

Bus rapid transit

· Providing low income groups with an affordable and efficient mass transit system.

· Improved access to basic services for low income groups. 

· Health benefits through reduced pollution.

· Targeting low income areas. 

· Affordability. 

· Stakeholder consultation with residents and civil society. 

· Implementation of safeguards for any resettlement. 

SREP also potentially has social benefits arising from access to energy, including improvements in women’s health, and a decrease in child mortality.  The most important direct health effects result from the air pollution caused by burning solid fuels, often indoors on open fires and simple stoves
, and primarily from wood.  Worldwide, an estimated one-third of deaths from child pneumonia, COPD, and lung cancer are attributable to solid fuel use, compared with just over half of deaths from these diseases in LDCs and sub-Saharan Africa
. 
A broader measure of the burden of disease (‘disability-adjusted life years’, known as DALYs) attributable to solid fuel use indicates an even more concentrated impact on particular developing regions. The DALY measure includes the years of life lost as a result of premature death caused by a disease as well as the years lived with a disease.  Of the approximately 40 million DALYs worldwide attributable to solid fuel use, some 18.4 million (45 percent) occur in LDCs and some 18 million (44 percent) occur in sub-Saharan Africa.  Because the DALY measure captures the many years of life lost due to deaths from child pneumonia, it shows an even stronger impact of solid fuel use on health in the poorest countries, where pneumonia is a major cause of death in children under 5 years of age
.

Social and co-benefits also come from the employment opportunities which arise around new technologies, particularly for women.  The sales, distribution and management of community based technologies such as micro-hydro and small scale solar provide jobs un-encumbered by traditional male-female roles, and have provided significant income generation opportunities for example for the female ‘bare-foot engineers’ in India.

The need for good social and gender analysis is even more pronounced for PPCR, where issues such as use of land, choice of crops, access to flood protection has a strong gender dimension.  In Tajikistan, for example, mass migration of men to the former Soviet Union has resulted in women being left almost entirely responsible for agriculture (ADB).  In Bangladesh, 40% more women than men die as a result of flooding, one reason being that the design of shelters did not take gender into account. 

The CIF results frameworks were developed in close coordination with multi- and bi-lateral partners.  DFID played an active role in ensuring that poverty and gender criteria were included in the frameworks, particularly to measure the development co-benefits from the CIFs.  There has been some progress in integrating these indicators into national plans (for example, Bangladesh aims to create employment opportunities for 10,000 women), and this is cited as a potential strength of the CIFs by the MAR. 

Conclusion

The above appraisal emphasises the importance of the proposed reforms outlined in the UK’s proposals in Annex A.  These particularly point towards the importance of focussing on strong country ownership, which includes effective engagement with civil society in that country; ensuring that the development impacts are sufficiently integrated and quantified within investment plans and projects; and in ensuring attention is given to women and girls in the design of investment plans and projects.  

These aspects are included within the indicators to be measured under output 5 in the logframe (see Annex B).   This is also specifically picked up in the measures to assess value-for-money (see below).

Institutionally, the responsibility and mechanisms for ensuring developmental co-benefits are analysed and included in CIF implementation, are complex.  To review national investment plans, the CIF admin unit has engaged short term experts to evaluate and comment as plans have been submitted. This was done as a short term measure, to take the burden off CIF committee members and bilateral development partners.  The reviews were conducted by single reviewers, and focused on climate-related expertise, rather than social, gender or poverty analysis.  

Subsequently, individual projects which are now to be submitted under these investment plans, will be the responsibility of implementing MDBs, and so subject to their own review procedures.  Though analysis of environmental and social safeguards is quite well established in the World Bank and ADB, the Independent Evaluation Group of the World Bank concluded that safeguard analysis alone is insufficient to identify both risks and opportunities for poverty and inequity in programme development and implementation.  Other MDB partners do not have the institutional resources internally to be able to conduct such reviews, and resources within the World and Asian Development Banks are not routinely deployed to conduct social analysis of programmes.  DFID is supporting institutional capacity within the World Bank to conduct energy analysis, and DFID could consider a similar approach to ensure high quality social inputs.  DFID inputs into the CIF reform plan have also proposed that social and gender experts be included in programme missions to design and monitor programmes implemented under the CIFs, and this is an issue we will continue to raise in the  oversight committees.

It is also recommended that another strategic environment, social and gender assessment of the climate investment funds is commissioned for SREP, FIP and PPCR, similar to that covering the CTF and presented to the Trust Fund Committees in October 2010.  This would be useful in assessing how developmental co-benefits are being integrated into the CIFs, and help raise awareness amongst the Trust Fund Committee of specific issues related to the three funds.

	C. Comparison of options 

From the above appraisal of options at the 5 different decision levels, the following summarises the proposed choices: 

Decision level

Recommended option

Summary rationale

Extra Funding to CIFs or not

Provide additional finance

· MAR assessed CIFs as providing good value-for-money. 

· Demand exits (which would otherwise not be met).

· Extra finance will support CIF reforms. 

Overall level of funding

£375m

· The level of demand significantly outweighs available funds

· UK should provide maximum possible within budgetary constraints. 

Allocation between CIF programmes 

CTF - £150m

PPCR - £100m (30m CDEL, 70m RDEL).

SREP - £50m

· This division between the CIF programmes both provides the lowest burden share and responds to the current demand for finance. 

· For CTF there is high demand of $1225m in the next 6 months
.  £225m is the maximum available from the original ‘up to £400m’ for the CIFs once PPCR and SREP funds have been factored in. However, given potential interest from other donors, the proposal is currently to limit this to £150m.

·  For PPCR the funds make up the shortfall in concessional loans for approved Investment Plans, and also provides the ability for the sub-committee to allocate grant funding for those countries not able to access concessional loans due to their high debt risk. 

· For SREP the allocation is sufficient to both provide the extra funding required for phase 2 proposals from Kenya and Ethiopia and providing additional resources for one country on the reserve list of countries.  

Allocation within CIF programmes

CTF – additional funds to be allocated and used first for Nigeria and then India.

PPCR – allocate CDEL for shortfall in concessional loans and provide grants for possible use by high debt risk countries.

SREP – additional funds to be used for phase two projects for existing pilots and one country from the reserve list e.g. Tanzania. 

· Nigeria Investment Plan is approved and ready to be funded.  The India plan has also just been approved (Nov 2011).  

· There is a shortfall of concessional loans funding available for approved Investment Plans. 

· High debt risk countries have less access to resources than those countries on moderate or low debt risk. 

· At least two countries phase two projects add up to more than the available reserve pot of funding. 

· The SREP sub-committee has already started the process for reserve countries to produce Investment Plans for possible funding.  A limited number of these countries are ICF priority countries.  

Reform, engagement and programme management options

Reform – push for reforms and seek to get CIFs transferred only if practical.  

Engagement – Intensive.

Programme Management – Release finance in two tranches. 

· Progress on reforms represents good value-for-money.

· Transferring CIF finance may prove very difficult. 

· Given the high level of UK investment in the CIFs a significant level of admin resources should be allocated to ensure high quality corporate compliance. 

· Gives an opportunity to use the funds for leverage on UK reform options. 

The implications of the above decision on burden share is the following: 

Programme
Current pledge US$m
Total pledges $m
Current burden share
New contributions $m
New total
New UK total $m
New UK burden share
New total + expected donor contributions
New UK total $m
New UK burden share
CTF
603
4495
13%
225
4720
828
18%
5120
828
16%
PPCR
352
1009
35%
150
1159
502
43%
1209
502
42%
SREP
78
326
24%
75
401
153
38%
451
153
34%
FIP
157
531
30%
0
531
157
30%
531
157
30%
Total
1190
6361
19%
6811
1640
24%
7311
1640
22%
While the new overall burden share for the UK (22%) is moderate, the burden share levels for individual funds are widely varied between CTF at 16% and PPCR at 42%.  However, this reflects the fact that the UK is leading the climate finance field, particularly in providing a balanced allocation to adaptation to deliver on our Fast Start commitments.  Other countries also have high shares in certain funds (US 33% and Japan 27% of CTF; Germany 39% of LCDF) and Spain (60% of donor contributions to AF).   Given how new and uncertain climate financing is, the above range of burden shares is within the wide range levels across climate funding mechanisms. 


	D. Measures to be used or developed to assess value for money

DFID measures the value-for-money of UK Aid to multilateral agencies and funds through the Multilateral Aid Review.  This will continue to be the main mechanism to assess these organisations value-for-money. 

Current assessment of value-for-money

In the assessment of the CIFs in 2010 their performance was deemed to be strong, with “impressive administrative costs”. The infancy of the organisation means that results on the ground are yet to be captured, and the MAR assessed that, overall, the CIFs are performing satisfactorily in this area. The CIFs aim both to challenge and to support development partners to think about value for money in important policy and programme choices, and to strive for low administrative costs. Key MAR findings on CIF value for money are summarised below. 

CIFs strengths:

· very low administrative costs relative to similar MOs;

· responsive to challenges on finance and budgetary issues (challenge function provided by the Trust Fund Committees and Sub-Committees);

· early evidence  that CIF interventions will be cost effective;

· design efficiency - in terms of the way that the CIFs build on the MDBs - means that costs are reduced, with CIF project costs being shared with the MDBs.

CIFs weaknesses:

·  in spite of the aforementioned design efficiencies, it is too early to be able to assess the actual delivery of these anticipated cost effective results, but cost effective measures executed to date by the CIFs are set out below.

· the MDBs lack incentives to reduce project level administrative costs, which are perceived as being high, or return unspent funds, but as noted, the various CIF committees act as a challenge function to increase value for money across implementing partners. A summary of the MAR assessment on MDBs value for money is below.

The CIF administrative budget includes the cost of administrative services for the Trustee, the implementing MDBs, the CIF Administrative Unit (e.g. accounting, reporting on and facilitating the work of the CIF Committees and Sub-Committees), the Partnership Forum, and MDB support to country programming of CIF resources (e.g. developing Investment Plans through joint country missions and support to partner countries). The proposed total budget for Financial Year 2012 is $20.98 million, of which $16.82 million is for administrative services provided by the Trustee, the Administrative Unit and the MDBs, $1.55 million for the Fourth Partnership Forum and $2.61 million for MDB support for country programming. The cost of developing and implementing projects is paid for with MDB fees, which are met by programme rather than admin costs. The MAR found that the CIFs were more cost-effective and efficient compared to multilaterals with similar management structures (e.g. GEF, GAVI), with lower ratios on administration costs vs. project funding. 

The CIFs have strived for increased value for money: last year it was agreed by the Trust Fund Committees that MDBs would charge actual project preparation costs, which would not exceed benchmark costs; and a recent paper produced by the CIF Admin Unit, “Organization of the CIF Committee and Sub-Committee Meetings and Annual Partnership Forum” (September 2011) had a strong focus on improving cost-effectiveness and value for money in the CIFs (for example the Partnership Forum will now be held at 18 rather than 12 monthly intervals). 

Given the role of the MDBs, it is useful to highlight the MAR assessments of the cost and value consciousness of the MDBs; the overarching conclusion is that performance shows relatively good control of the administrative budget. There are clearly important differences between the MDBs, for example around levels of administrative costs (e.g. AsDB’s low admin costs compared to those of IDA), but general MDB strengths include: adequate cost control systems to ensure costs do not inflate; good financial management systems; some efficiency improvements demonstrated; help clients on strengthening public financial management.  And general MDB weaknesses include: some MDBs have limited evidence of incentives to generate cost savings in projects; staff pay mechanism inflates salaries at the World Bank and across MDBs. 

Future approach to assess value for money

In assessing the value for this additional funding to the CIFs, the UK will look at both CIFs as a whole and individual investments to specific projects at the country level.  

Assessing value for money across the CIFs

At the level of the CIFs as a whole the UK will assess progress against the five key areas of improvement identified in our paper to the Joint CTF and SCF Trust Fund Committees in June 2011 (see Strategic Case and Annex A for more detail).   The UK will continually monitor progress against these reforms as new Investment Plans and Projects are presented to Committees and Sub-Committees for approval to ensure our investments represent good value for money.  Where sufficient progress is not being made HMG Management (as set out in the Management Case) will initially formally engage with the CIF Administrative Unit and subsequently communicate to the CIF Trust Fund Committees (CTF and SCF). If no improvement in project investment quality is observed, HMG Management will take a decision about whether the CIFs continue to offer value for money and whether HMG contributions should be withdrawn.  The five areas to be assessed include: 

· Development Impact (including gender) – We will continue to assess the CIFs contribution to UK’s strategic (and ICF objectives) by assessing continued improvement of defining development impact and attention to the outcomes for women and girls.  This includes social and environmental feasibility. 
· Country ownership and transparency  - We will look at progress on assessing CIFs compliance with the International Aid Transparency Initiative and sufficient engagement with stakeholders. 
· Innovation, private sector and additionality - This includes looking at the pace of disbursement of funds to project once Country  / Regional Investment Plan have been approved by relevant CIF Committee.  We will closely engage with the MDBs proposals on this issue in May 2012.
· Results  - Demonstrable results and clear results frameworks are fundamental for the CIFs to demonstrate value-for-money.  We will monitor progress in identifying core indicators and clearly articulated results frameworks at programme, investment plan and project level, and progress in monitoring and evaluating CIF funding.  
· Lesson learning, knowledge management and communication  - We will look at improved communication and dissemination of how CIF funds are used and lessons arising from CIF funding. 
As well as ongoing monitoring against the logframe for this investment (see management case below), DFID will be conducting a Mini-MAR to assess the continuing value-for-money of investments through multilateral agency and funds.  The assessment is due to be published in 2013. The above five areas will be assessed for the CIFs as part of this assessment.  Country-level evidence will feed in to assessments.   

Assessing value for money at the project level

At the project level – as described in more detail in the management case – the UK assesses each Investment Plan and request for project funding within those plans.  In assessing the request to endorse or approve the Investment Plans or projects respectively, the UK assesses whether the proposed use of CIF funding is consistent with the CIF criteria for the relevant Trust Fund or Programme (CTF, PPCR, SREP) and represents good value for money.  Where the UK is not satisfied it will seek clarification in writing from the CIF AU, MDB and country in question and if not completely satisfied by the responses and subsequent changes that this represents value for money has the ability to not approve the specific funding.  




Commercial Case
	A. Value for money through Procurement 

CIF programmes are implemented by MDBs and therefore follow the MDBs’ procurement policies and procedures. MAR findings related to the relevant MDB’s approach to procurement, in terms of whether procurement is driven by cost control, targets for procurement savings, and monitoring and reporting on prices, are summarised below. 

Overall, the MDB approach to procurement aims to ensure open and fair competition in all tenders, to procure high quality goods and services at the lowest cost. Procurement of goods and services goes through International Competitive Bidding (with limited exceptions).  The MAR, however, notes that these procurement procedures are criticised by recipients and donors for their imposition of high transaction costs, delays, and uncompetitive prices. 

Measures are being taken by the MDBs to address concerns, for example, the World Bank has begun a review of its procurement policies and practices to address these concerns and better align procurement with the World Bank’s development objectives. The UK is engaging fully with the World Bank to ensure that this review addresses the issues about which we are concerned. This includes around the possibilities of using country systems to lower transactions costs and avoid duplications, which is dependent upon robust, rigorous systems that meet international standards being in place. 

In December 2012, there will also be a review of procurement and fiduciary processes in fragile and conflict states to speed up implementation.  In addition, the Operations Policy and Country Services Vice-Presidency has recently set-up an informal team to help operations teams quickly resolve procurement problems. The MDBs work together on procurement rules and standards, and use systems in similar ways. Therefore the recommendations from the World Bank study will be adopted by all the banks.
African Development Bank (AfDB)

AfDB procurement rules use international competitive bidding, but there are no targets for procurement savings. Prices are monitored where there have been concerns about high unit costs, and this is fed into guidance for staff on contract negotiation. Annual reports on corporate and operational procurement, including data on savings, are produced for the Board of Directors and published on the AfDB website.

Asian Development Bank (AsDB)

AsDF has restrictions on procurement from non-member countries; this constrains its ability somewhat to pursue economy and efficiency. Procurement procedures are criticised by recipients and donors for imposing high transaction costs, delays and uncompetitive prices. 

European Bank for Reconstruction and Development (EBRD)

The EBRD’s approach to procurement is driven by VFM. It has procurement policies and rules consistent with its objectives of appropriate use of funds and efficiency of operations. The EBRD places no restriction upon the procurement of goods and services from any country, and generally requires the use of international competitive tendering for public contracts. Private sector operations may follow other established commercial practices in addition to formal open tendering.

Inter American Development Bank (IADB)

The IADB also has restrictions on procurement from non-member countries which constrain its ability to pursue economy and efficiency. Procurement rules use international competitive bidding. IADB is criticised by recipients and donors for high transaction costs, delays and elevated contract prices for Bank projects. However, in June 2010, the Executive Board approved a Strategy for Strengthening the Use of Country Procurement Systems. This creates the possibility to use country systems or sub-systems for the procurement of goods and services which should increase the scope for cost efficiency gains from local procurement. 

World Bank Group

World Bank procurement policy is driven by “economy and efficiency” as outlined by their Articles of Agreement. In IDA, international competitive bidding is used for all contracts (with exceptions only if the nature of the procured goods or services, or the size of the country, justifies them). There is anecdotal evidence that IDA contract prices are higher than contracts elsewhere, but IDA does not monitor the impact of its procurement on local market prices. In the IFC, competitive procurement is mandatory for all operational procurement above $50K and must be advertised. In order to further assure value for money, certain steps are required for procurement above specified threshold values. IFC is implementing a new, mandatory, web-based procurement tool (eConsultant2), which will further ensure compliance. IFC has also introduced a number of sustainability measures into its procurement policy, such as green office design criteria for country office construction. 

There is considerable oversight and scrutiny of World Bank procurement operations; around 5% of procurement operations are reviewed internally and a smaller amount of operations go to external review every year. The World Bank has begun a review of its procurement policies and practices to address concerns and better align procurement with the World Bank’s development objectives. 




Financial Case

	A. How much it will cost 

UK will provide £300 million in total over next two years, which will be split between three CIF sub-funds.  The £300 million will come from the £2.9bn International Climate Fund which are a combination of capital and resource expenditure. This enables the CIFs to provide both grants and highly concessional loans. 
DECC Spend

DECC Spend

DECC Spend

CDEL / RDEL

DFID Spend

DFID Spend

DFID Spend

CDEL / RDEL

HMG Total

HMG Total

HMG Total

CDEL / RDEL

CIF Programme

2011/12 (£m)

2012/13 (£m)

Total (£m)

% CDEL

2011/12 (£m)

2012/13 (£m)

Total (£m)

% CDEL

2011/12 (£m)

2012/13 (£m)

Total (£m)

% CDEL

Clean Technology Fund (CTF)

£106

£0

£106

100%

£44
£0
£44
100%
£150
£0
£150

100%
Pilot Programme for Climate Resilience (PPCR)

£0

£15

£15

100%

£47
£38
£85

18%
£47
£53
£100

30%
Scaling Up Renewable Energy (SREP)

£0

£25

£25

100%

£0

£25

£25

100%
£0

£50

£50

100%

Totals

£106
£40
£146
£91
£63
£154
£197
£103
£300
In March 2011 Ministers approved earmarking of up to £400m from the ICF for further UK contributions to the Climate Investment Funds. This volume has been earmarked in ICF spending plans and is therefore affordable within the current profile of the £2.9bn. £25 million has already been provided to the Forest Investment Programme from the ICF. 

Indirectly, management of our CIFs contribution, and participation in Trust Fund Committees will require administrative resource from both departments. Necessary resource is estimated to be:

DFID: The CIF is managed by the A2 deputy head of team, with inputs from two B1 policy officers and the four policy leads for SREP, PPCR, CTF and FIP. FTE = SCS G5 0.05 / A1 0.1 / A2 0.7 / B1 x2 0.5 each / A2 Policy Leads x4 0.25 each. 

DECC: A  G7 is responsible for engaging with the governance of the CIFs. An HEO is responsible for coordinating DECC reviews of Investment Plans, project proposals and engaging with DFID 0.33 FTE HEO; 0.15 FTE G7; 0.05 FTE SCS (PB1).
This is consistent with existing resource and therefore the administrative cost of managing a further contribution to the CIFs can be absorbed within existing administrative budgets. 

The contribution to the CIFs is a fixed contribution. The nature of the arrangement with the trustee will ensure that no additional finance is required, and our contribution will not involve contingent liabilities. Any future additional contributions would be considered separately and on their merits.

DECC and DFID have funded the CIFs previously and the CIFs performed well in DFID’s Multilateral Aid Review. From this perspective the additional contributions are not considered novel.  However, there is an element of political sensitivity around this funding given the size of the contribution, that funding is passing through a World Bank Trust Fund, and that this is mostly being provided as concessional loans.  An issue which NGOs have previously campaigned against.  

	B. How it will be funded: capital/programme/admin 

Breakdown by Department, CDEL, RDEL and CIF Programme. 

The CIFs contribution will be funded from the £2.9bn International Climate Fund. The contribution will be split across two years, three funds, and will be 90% capital and 10% resource to enable the CIFs to provide a combination of grants and loans necessary for delivery of projects under each fund. The breakdown of funds by year, programme, department and fund type is as follows

The table above provides a split by department, year, CIF Programme and whether CDEL or RDEL.  It should be noted that the DECC contribution each year will be paid before the end of December, as this will contribute to DECCs calendar year ODA target.  

£470m of the ICF has so far been programmed and there are sufficient funds available to cover this spending profile.

The administrative resource required for DFID will be £173,520. The administrative resource required for DECC will be £27,569. This is existing resource within DECC and DFID administrative budgets. No additional allocation is required. 

	C. How funds will be paid out

A promissory note (PN) signed on behalf of DFID or DECC is an irrevocable undertaking by HM Government to provide to the named beneficiary any amount up to the specified limit that the beneficiary may demand, at any time. The department lodges the promissory note with a depository (The Bank of England) who is instructed to make payment of any such amount demanded by the beneficiary from the department’s Bank of England Promissory Note Account. 

Although promissory notes stipulate that the amount concerned, or any part of it, is payable on demand, prior to issuing the PN we will sign/amend a Contribution Arrangement, agreeing a payment schedule with the Climate Investment Funds in writing. The schedule sets out the amounts and dates of the payments that the beneficiary will request. The contribution arrangement will also sets out:

Paying funds via a contribution arrangement and promissory note is the standard means for Government to fund multilateral institutions. It is the system used for our previous contributions to the Climate Investment Funds. It enables us to deliver finance on the basis of need, provide certainty for the recipient, while also enabling manageable accounting process for such a large volume of funds. The promissory note is non-interest bearing and non-negotiable.


	D. How expenditure will be monitored, reported, and accounted for 

The CIF expenditure is monitored through the UK’s engagement at the CIF Trust Fund (CTF and SCF) Committees and Programme (PPCR, SREP, FIP) sub-committee meetings, through UK official representation on the committees and in advance of the meetings. In relation to expenditure, committee members:

· Approve programming and pipeline priorities, operational criteria and financing modalities;
· Approve allocation of CTF resources for programmes and projects;
· Approve allocation of CTF resources for administrative budgets;
· Ensure monitoring and periodic independent evaluation of performance and financial accountability of the MDBs;
· Approve annual reports of the CTF;
· Review reports from the Trustee on the financial status of the CTF.
Decision-making is by consensus. The Trustee maintains separate records and accounts in respect of the contributions deposited in the CIFs Trust Fund and disbursement made there from. The Trust reports to the Trust Fund Committees annually unless otherwise agreed. This report sets out funding allocations, commitments, transfers, use of funds, and receipt of funds in the Trust Fund, broken down for each sub-fund. Upon request by a donor, the Trustee will also provide such information quarterly. 

The annual financial statement, prepared by the Trustee, will be audited annually by the World Bank’s external auditors. Copies of the audited financial statement and auditor’s report are provided to donors. 

In terms of Government Accounting for our contribution to the CIFs, the treatment for budgets is therefore to recognise the amount of the deposit as a charge to operating costs at the time that the note is deposited. The balances due on notes at 31 March each year are included as liabilities in department’s accounts. Teams make a return to Treasury annually which identifies Promissory Notes issued and drawn down in respect of Consolidated Fund assets and liabilities. This information also informs the annual resource accounts balance sheet and operating statement.
As set out in the establishing documents of the CIFs, upon termination of the Climate Investment Funds, the Trustee, on behalf of donors, will endeavour to transfer donors’ pro-rata shares to another fund which has a similar objective as the CIFS, as determined by the Trust Fund Committee, unless a donor otherwise agrees with the Trustee. In the event that a donor decides to withdraw its contribution to the CIFs prior to the termination of the CIFs the Trustee will return to the donor: (a) its pro-rata share of the outstanding unallocated balance, including any reflow of funds received, at the time of the donor’s withdrawal, and (b) its pro-rata share of any reflows of funds received by the Trustee after the date of withdrawal, to the extent that such reflow of funds is received from the financing made prior to the date of the withdrawal
.


Management Case

	A. Oversight 

CIF Governance And Organisational Structure

The governance and organisational structure of CIFs include:

•
a Trust Fund Committee

•
a Partnership Forum

•
an MDB Committee

•
an Administrative Unit 

•
and a Trustee 

The Administrative Unit, MDB Committee and Trustee are shared by both the CTF and the SCF, while each Fund has its own Trust Fund Committee. 

Trust Fund Committees

The CTF Trust Fund Committee oversees the fund’s operations, provides strategic direction, and also approves and oversees its programming and projects.

The SCF Trust Fund Committee approves the establishment of its targeted programs and advises on strategic direction. SCF targeted programs include the Forest Investment Program (FIP), Pilot Program for Client Resilience (PPCR), and Scaling-up Renewable Energy Program (SREP), each of which is governed by its own Sub-Committee.

Each Trust Fund Committee and Sub-Committee is composed of equal representation by contributor countries and recipient countries, with stakeholders include the Multilateral Development Banks, UN and UN agencies, Global Environment Facility (GEF), UN Framework Convention on Climate Change (UNFCCC), Adaptation Fund, Bilateral Development Agencies, Non-Governmental Organizations, Indigenous Peoples, Private Sector Entities, and Scientific and Technical Experts.

Active observers from the UN, GEF, UNFCC, civil society, and indigenous people and the private sector are invited to participate in meetings of the Trust Fund Committees and Sub-Committees.

Decision of the Trust Fund Committees and Sub-Committee are made by consensus.

Partnership Forum

To enable the CIFs to contribute to an effective global solution to climate change, it is crucial for their lessons and experiences to be shared in an inclusive, transparent and strategic manner. To facilitate this a Partnership Forum is incorporated into the CIF to serve as a regular venue where stakeholders can share CIF-related ideas and experiences and engage in dialogue on the CIF’s strategic directions, results and impacts.

The Forum is designed as an annual gathering of stakeholders engaged in the CIF, and is co-chaired by the World Bank’s Vice President for Sustainable Development and a country representative elected by countries participating in the Partnership Forum. At the Partnership Forum, donor and recipient countries will agree, within their respective caucuses, on their representation on the Trust Fund Committee.

MDB Committee 

The Multilateral Development Banks (MDB) Committee facilitates collaboration, coordination and the exchange of information, knowledge, and experience among MDB partners.

Administrative Unit

A small Administrative Unit supports the work of the CIF, the Trust Fund Committees and other committees.  It is housed in the World Bank Group’s Washington, DC offices and is comprised 15 professional and administrative staff.   The Admin Unit is intentionally not responsible for quality assurance of projects as takes place in some other multilateral climate funds such as the Global Environmental Facility.  This keeps administrative costs to a minimum.  The quality assurance is the responsibility of the MDB processes, such as joint missions, and ultimately the Trust Fund Committees.  
Trustee
The International Bank of Reconstruction and Development (IBRD) serves as the Trustee for the Climate Investment Fund (CIF). It holds in trust, as a legal owner and administrator, the funds, assets and receipts that constitute the Trust Fund, pursuant to the terms entered into with the contributors.

In accordance with the terms of the contribution agreements and the availability of funds, the Trustee will make commitments and transfers of CIF resources, with the approval of the Trust Fund Committees.  Commitments and transfers of CIF resources to MDBs are made in the manner agreed on by the Trustee and MDBs.

Each MDB is responsible for the use of funds transferred by the Trustee in accordance with its own policies, guidelines and procedures and the decisions of the Trust Fund Committees.  The Trustee requires periodic financial reports from the MDBs, as agreed to by the Trustee and the Trust Fund Committees.  

Regular reports on the financial status of the Trust Funds are be provided by the Trustee to the CTF and SCF Trust Fund Committees.  The Trustee is accountable to these Committees for its performance.
Process for development and approval of projects and release of funding

The following sets out the process from initial conception of an investment plan through to funding being released to a project.  This pipeline explains why funds are needed to be pledged at an early stage to enable the development of Investment Plans and Projects. 


[image: image3]
UK Role 

The UK has a seat on both the CTF Trust Fund Committee and the SCF Trust Fund Committees and sub-committees. Greg Briffa, Head of the Low Carbon Development Team in DFID is the board member for the CTF and Ben Green is the board member for the SCF. Ben Green is also the UK board member on the Forest Investment Programme, Pilot Programme for Climate Resilience and Scaling up Renewable Energy Program sub committees.

Officials in DFIDs Climate and Environment Department, and DECCs International Climate Change Department perform a due diligence role to ensure corporate compliance and best practice in relation to UK government funds allocated to the CIF, both during six monthly committee meetings, but also in taking intersessional decisions by mail on projects and in rare cases Investment Plans.  

The UK currently has a seat on the CTF Trust Fund Committee, the FIP and PPCR sub-committees, and shares a seat with Australia on the SREP sub-committee.  In the formal six monthly committee meetings, the UK has the ability to endorse or veto Investment Plans presented to the committee.  Either in the formal committee meetings or intersessionally by mail, the UK as a member on all committees can approve or reject funding proposals.  This usually includes preparation grants for project preparation and approval of grants or concessional loans for specific projects within a countries Investment Plan.  When the UK is not completely satisfied that a proposed project matches the investment criteria for the specific Programme, or questions whether the intervention represents value for money, the UK can request further information, raises questions for clarification, request more time for a decision to be made and ultimately if not satisfied reject the request for funding.  



	B. Management

The Government’s management and accountability arrangements for the CIFs are set out in a document “HMG CIF Management and Accountability”.  This sets out the roles of individuals within DFID and DECC.  In summary: 

The CIF Programme is managed in DFID by the Climate and Environment Department. There are two Senior Responsible Officer (SRO) for the CIFs in both DFID and DECC.  Each department has a Deputy SRO The SCS head of CED is DFID’s Deputy SRO responsible for providing strategic guidance and maintaining engagement at a senior level with external partners.  

The CIF Programme is managed by a DFID A2 (G7) deputy head of team, with inputs from two B1 policy officers and the four policy leads for SREP, PPCR, CTF and FIP. FTE = SCS G5 0.05 / A1 0.1 / A2 0.7 / B1 x2 0.5 each / A2 Policy Leads x4 0.25 each. 
An A1 team leader is the UK representative on the CTF Trust fund Committee.  The A2 CIF lead in DFID is the UK representative on the SCF and SCF programme sub-committees i.e. PPCR, SREP and FIP.  They are responsible for maintaining engagement with the Admin Unit and donor and recipient countries both formally and informally.  The A2 lead oversees a cross-Whitehall team from DFID, DECC, HMT and FCO, which includes the technical inputs to programme design, project/programme approval and effective programme management of the UK’s input to the CIFs.  
The four (A2) policy leads for each of the programmes (CTF, PPCR, SREP and FIP) are based in DFID.  They are responsible for coordinating cross Whitehall clearance of investment plans and project proposals and coordinating briefing and technical advice on papers presented to the Committees and Sub-committees, and recommending action (approval or otherwise) of CIF committee business carried out intersessionally e.g. approval of projects.  They are responsible for tracking progress of projects on the ground through country offices and progress against the respective outputs in the logframe. 
The two B1 policy officers provide support to the A2 CIF lead and four policy leads in terms of briefing, corporate compliance and reporting, and record management.  

This means that for each programme (PPCR etc) there are two members of staff working on managing the governance, corporate compliance tasks and ensuring views from other government departments such as DECC and HMG offices overseas, whether DFID or FCO posts are taken into account.   
While DFID are the lead Department on management of the CIFs, the following DECC resources are also allocated to the management of the CIFs: 0.33 FTE HEO; 0.15 FTE G7; 0.05 FTE SCS (PB1). These staff are based within the International Climate Policy and Finance team. The Head of the International Climate Policy and Finance Team (SCS PB1) maintains oversight of the CIFs and formally approves CTF investments from a DECC perspective in line with delegated approvals arrangements. The G7 is responsible for engaging with the governance of the CIFs. The HEO is responsible for coordinating DECC reviews of Investment Plans and Project Proposals, where appropriate, through engaging with colleagues elsewhere in the Department including within the Science and Evidence Group and the International Low Carbon Technologies team.   DFID formally approve projects from PPCR given their policy and technical expertise on climate adaptation. The FIP investments are handled separately by the DECC International Climate & Forests team within the International Climate Policy and Finance team and formally approved by the Head of the International Climate Policy and Finance Team (SCS PB1) in line with delegated approvals arrangements as well.

The interested HMG departments (DFID and DECC, but also FCO and HMT where relevant) come together on a monthly basis to update progress on programme management and harmonise HMG objectives, for example ahead of CIF governance meetings. 

There is also wider interest in the work of the CIF from others in DFIDs climate and environment department, for example from those working on the Green Climate Fund. As the CIF begins to feed into the GCF during the period of funding, this crossover in interest is expected to increase.



	C. Conditionality 
There is no formal or binding conditionality to the funds. There is a link to the DFID mini-MAR process in 2013. Further funding scheduled for payment after the mini-MAR 2013 could be dependent on (and conditional to) positive institutional assessment of the CIF in the MAR review.



	E. Monitoring and Evaluation
The starting point for the monitoring and evaluation of the UK funding to the CIFs is the monitoring and evaluation set up by the Climate Investment Funds themselves.    This in turn will use the MDB and country level monitoring and evaluation of the projects funded through the CIFs.  

In summary the process set out for the CIFs monitoring is to provide annual reporting of the CTF and SCF and targeted programmes (FIP, SREP, PPCR) by the MDBs to the Trust Fund Committees.  The Governance Frameworks of the SCF and CTF indicate that there will also be an independent evaluation of the operations of the Trust Funds and the impacts of its activities will be carried out jointly after three years of operations by the independent evaluation departments of the MDBs
.   Results achieved through the funds will be published and publicly available. Full reporting criteria will be agreed by the Trust Fund Committees.

In compliance with corporate requirements DFID will perform Annual reviews of the CIF and a Project Completion Report.  These will draw on the annual reports to the CTF and SCF Trust Fund committees and sub-committees and the independent evaluation by the MDBs.   The basis for the annual DFID reporting will be the logframe for this funding (see Annex B).  

The draft logical framework contains 5 outputs:

1. Increased renewable energy, transport, energy efficiency infrastructure (CTF).

2. Increased renewable energy infrastructure (SREP)

3. Increased knowledge and awareness of climate variability and climate change among governments, private sector and civil society, planning processes including infrastructure (PPCR)

4. Increased MDB finance for climate change and renewable energy. 

5. Continuous improvement in the operation of the CIFs. 

The first three outputs relate directly to the Results Frameworks produced for each of the respective CIF programmes
.   These results frameworks were developed through an extensive consultative process led by the CIF Admin Unit, with significant engagement by the UK.  

These Results frameworks include a number of important elements: 

· A logic model setting out the link between individual projects to transformative impact up to the final outcome (“improved low carbon, climate resilient development”).   

· Results Frameworks, including indicators.  These currently do not contain baseline or targets as these will be set once the constituent Investment Plans and Projects under each of the CIF Programmes have defined their own baselines and targets. 

· A timeframe and the ability to attribute results to the CIF financing (i.e. decreasing towards the higher level of the results chain). 

· The data management for the results framework i.e. how the data from individual projects will be consolidated by the CIF Admin Unit. 

· A set of key performance indicators for each programme e.g. for SREP “Percentage change in number of project beneficiaries with access to energy services from Renewable Energy” and “number of jobs (women and men) in Renewable Energy services created”.  

The results frameworks emphasis that given the level of projects funded through the CIF programmes, projects, once up and running are 5 to 8 years in length, with transformative impacts measurable after 10 to 15 years.  

The final two outputs are generated by two UK priorities: 

Output 4 relates to the change in the international climate architecture.  This directly relates to the thematic logical frameworks produced for each of the ICF pillars (low carbon, adaptation and forestry).   Theories of change and logical frameworks have been produced for each of these pillars.  An evaluation strategy is currently being drafted, which will define how these will be evaluated.  The evaluation of output 5 will be assessed through this mechanism.  

Output 5 relates to the reforms and improvements the UK has set out in response to the Multilateral Aid Review.   The reform proposals from the UK (and those subsequently endorsed by the CIF CTF/SCF Joint committee) will be monitored on an ongoing basis.  They will also form a core part of feedback in regular MAR reporting and eventually form a key area of monitoring at when the next (mini-)MAR is undertaken in 2013.  

Baselines, milestones and targets within the logframe will be established once these are included in the CIF Results Frameworks.  This is one of the reform areas and an area for engagement as part of current and further financing of the CIFs.  As such the logframe will remain in draft until this information is available.
The Multilateral Aid Review of the CIFs made a number of points relevant to the monitoring and evaluation capacity of the CIFs.  On  baselines and targets for the CIFs it indicated: 

“climate finance mechanisms generally are facing challenges in setting baselines and indicators as measurement of climate change results is still in its infancy, and the new and innovative nature of the CIFs made early development of results frameworks during their global design phase challenging”
And on evaluation: 

The evaluation departments of the MDBs have been identified as strengths in the MDB MAR reviews for IDA, IFC, AsDB, IADB and AfDB, and an improving area for EBRD.   Evaluation is a core strength for IDA, with management required to respond to evaluation recommendations.  There is evidence of evaluations being used to improve performance.  
We have also taken into account assessments of other institutions.  IFC, EBRD and AsDB all scored 4 for strategic performance management with IFC being strong on results measurement and evaluation, EBRD doing particularly well on lesson learning and AsDB having an independent lesson learning culture and a strong results focus.  AfDB scored 3, and was found to be strong on independent evaluation and monitoring of external results.  IADB scored a 2.  The key area that was weak was staff management, and a key strength was its Office of Oversight and Evaluation, set up in 2001 and independent of bank management.  

The conclusions to be drawn from the above for the monitoring strategy and evaluation plan are respectively, the importance of focusing on baselines, targets and data from the CIFs for both accountability and lesson learning purposes, and working both directly with the MDBs and through the respective DFID departments engaging with the MDBs on their evaluations, with a particularly attention needed on IADB. 
Monitoring Strategy

The first step in the monitoring strategy will be to ensure there are meaningful baselines and targets against the indicators in the logical framework for the project.  For the first 3 outputs this means working with the CIF Admin Unit and at the CIF governance meetings to ensure the results frameworks for the different programmes are populated with this information.  For output 4 the baselines and targets will be discussed in the context of the on-going work to define ICF pillar theories of change and logframes and the overarching ICF evaluation framework.  For output 5 the UK’s paper on improvements and the CIF AU’s paper to the November board will provide the details for baselines and targets.  

Collection and analysis of information and data against the milestones will take place as follows:

Outputs 1-3:  In line with the results frameworks for the separate programmes, data for these outputs will be received from the annual reporting by the MDBs of their CIF funded activities.  
Output 4:  Data will be gathered as part of the pillar exercise to gather data against the thematic logframes and theories of change. 
Output 5: Data will be collected by the LCD team against the UK and CIF AU paper on proposed reforms and improvements. 

Progress is being made against the results frameworks, with for example a presentation on an M&E source book to assist pilot countries at the November 2011 committee meetings.  Furthermore, there will be a web-based platform for accessing and sharing tools, methods and methodologies between the pilot countries.  This will be fully functional by April 2012.  However, at the November 2011 meetings as part of proposals to improve the operation of the CIFs, the MDBs sought streamlined results frameworks.  These are seen as overly complex and difficult to populate.  Proposals for streamlining the results frameworks will be presented to the CIF Joint Committee in May 2012.  It was clarified that this will not hold up the population of the baselines, targets and receiving initial results against the current structure of the results frameworks.  
Evaluation Plan

As a multilateral instrument, the main focus of the evaluation plan is the evaluations planned and carried out under the CIFs governance framework.  Given that all CIF funds pass through the MDBs, the intention is that evaluation is conducted through the MDBs.  
To date the intention has been for an independent evaluation of the CIFs and the impacts of their activities to begin “after three years of operation” and be carried out jointly by the independent evaluation departments of the MDBs.  At the time of writing the business case, the different programmes have started operating at different times, with CTF being the most advanced (with the first disbursement to Turkey in August 2009 – this suggesting evaluation starting in September 2012.  At the November 2011 joint committee meetings it was agreed that the independent evaluation department of the MDBs would provide terms of reference and an approach paper for the ‘three year evaluation’;  This is likely to both cover process elements of the establishment of the CIFs, but also cover early results from the CTF.  

Below this overarching evaluation, it will be important to establish the nature and extent of evaluations at the project level (and if appropriate the country Investment Plan level).  This issue is likely to be picked up within the three year evaluation.  Other issues it will be important to cover are the evaluation approaches used, experimental, quasi-experimental or impact evaluation.  The evaluation approach should also consider the lesson learning and dissemination strategies that will be adopted to assist global learning for these innovative investments.  This for example could consider the methodological challenges of evaluation climate programmes, such as capturing medium and long term impacts beyond the lifetime of the projects (currently the MDBs evaluate projects on completion of investments). 

The UK will engage closely with both the CIF Admin Unit M&E officer on progress with evaluation, but also the wider climate evaluation community in the World Bank (GEF etc) and DAC.  At the November 2011 Committee meetings, the UK already signalled its interest in understanding the approach the CIFs will take beyond the specific overarching three-year evaluation described above.  

We will also engage with DFID’s International Finance Institutions Department on progress with strengthening IADBs monitoring and evaluation function.  
The ICF as a whole is developing an evaluation framework.   Currently in draft, this is focussing on three levels, the strategic level (i.e. at the level across the whole ICF), the pillar level, i.e. Low Carbon Development and Adaptation and finally at the intervention level.   While the above CIF led evaluation approach, which is at the intervention level is adequate to provide accountability and lesson learning for the real-world outcomes and impacts, to evaluate progress of reforms and changes to the international architecture (i.e. increased MDB climate financing), it is proposed making use of the evaluations to be carried out under the pillar level of the ICF. 


	G. Risk Assessment

A thorough risk assessment was undertaken for the existing financing of the Climate Investment Funds, the details of this and mitigation actions are set out in a risk register, with action owners, likelihood, impact and overall rating. The main risks identified are set out below.  For the additional contributions to the CIFs, as the bulk of the risk register is valid for these new contributions the existing register has been kept, but updated.  

Annex D provides an updated version of the risk register with comments in the direction of travel column and text struck through where risks have passed or been realised.
Risk Register: Description of Risks

1. Speed of delivery – programmes stall due to lack of recipient country/MDB capacity/expertise

2. Recipient countries, NGOs and other stakeholders hold and communicate negative views on the CIFs 

3. Insufficient HMG human resources to engage effectively with the CIFs

4. Lessons not captured to inform UNFCCC negotiations and development of future architecture

5. CIF programmes are not transformational or do not achieve demonstration objectives 

6. Congress decision on climate finance means the USA has to block or derogate any programme containing a fossil fuel project

7. Countries do not deliver on their pledges to the CIFs

8. Measurement of CIFs results is not robust enough to provide assurance that our money is being well spent or to inform our position on MRV

9. New pledges to the CIFs are not forthcoming

10. Recipient countries with significant potential for demonstration do not apply or apply too late to be accepted

Assessment of the Impact and Probability of these risks is set out below

Low

LIKELIHOOD

High

High

9

1,4,5,8

IMPACT

6,10

2,3,9

Low

The original overall project risk rating was scored as medium. DFID’s annual review of the CIF in May 2011 concluded that the risk rating did not need revising. The annual review did identify further risks:
· Measurement of CIF results are not robust enough to enable measurement of results, value for money, nor to inform UK Government’s position on MRV and development impact. (High Impact / Medium Probability) 

· Slow implementation of the 4 CIFs and slow negotiations at the UNFCCC increase the risk that the design and implementation of a coherent global architecture for climate adaptation and mitigation (including finance) will reduce the ‘window of opportunity’ for the implementation of effective climate resilient development for vulnerable people and communities. (Medium Impact / Medium Probability) 
Action to manage or monitor these risks has been identified and includes continued work with the CIF working Group on results frameworks – not only to ensure the crucial link between approved documentation and project plans, but also that the necessary resources are available to effectively monitor implementation and synthesise results and country and global level. DFID Climate and Environment team will continue to work on climate resilience indicators to assist the CIF admin unit in this complex (and contested) arena.


Annex A1: UK proposed CIF reforms paper

Strengthening the CIFs – learning from experience 
Reflecting on experience to date we would like to highlight five areas where we believe the CIFs can be strengthened, and suggest some tangible indicators of progress by December 2011.  

The five areas are: 

Development impact, including gender: Funding to the CIFs counts as ODA and the CIFs underlying purpose is to provide additional financial resources to developing countries in order to help them mitigate and manage the challenges of climate change.  It is important that development impact is central to the results frameworks in investment plans and projects.  One key aspect of this is paying much better attention to outcomes for women and girls.  

We will: 

a) look for better integration and quantification of development impact in the projects we receive for approval, and will have as a target that we need to raise this as an issue in fewer than 1 out of every 5 project proposals between now and December 2011; 

b) assess progress in attention to women and girls through (i) the inclusion of at least one indicator disaggregated by gender in every project, (ii) the inclusion of a gender expertise in all CIF joint missions and expert groups, and (iii) the development of gender expertise within the Admin Unit.  

Country ownership and transparency: While at the global level and in global level consultations the CIFs have been strong, partnership behaviour at country level has been mixed.  Progress partly depends on a range of measures being taken across the MDBs more generally, such as greater decentralisation.  

Within the CIFs we will particularly look for: 

a) confirmation that MDB staff are effectively supporting country leadership, assessed through feedback from (i) lesson learning briefs, (ii) government representatives, (iii) feedback from donor staff in-country.

b) engagement with private sector associations and civil society in the development of all investment plans and, unless justified otherwise, projects.  This engagement should be explicitly set out in each plan or project, along with clear plans for continuing stakeholder involvement in monitoring and evaluation; 

c) improved transparency, with agreement by December to (i) eliminate closed executive sessions under the CTF, (ii) make (sub) committee comments on national plans and projects publicly accessible, (iii) make mission reporting publicly accessible, (iii) make the CIFs compliant with the International Aid Transparency Initiative.

Innovation, private sector and additionality: The CIFs have been designed to be innovative and transformational.  A successful outcome relies on a strong understanding of this by the MDBs and country partners especially, with particular attention paid to effective working with the private sector.  

We will look for:

a) all projects and programmes to clearly set out how they will contribute to long term transformation, with identification of indicators of how progress to transformational outcomes will be measured;

b) rapid disbursement to projects (with projects presented no more than [18] months after agreement on national plans, and disbursement following within [9] months of project approval), together with transparent reporting of the reasons for significant delays (baseline t.b.c.);

c)  by December 2011 a mechanism to stimulate innovative programmes/ projects is stimulated is proposed for each fund/ programme;

d) the use of greater variety of MDB instruments, including at least [one] example of each of the following identified for CIF support and under design by December 2011 – a development policy loan, country trust fund, results based finance programme;

e) a paper on how to use a wider variety of instruments (e.g. guarantees, equity and debt finance) to stimulate private sector finance through the CIFs by December 2011;

f) the additionality of the CIFs to existing MDB portfolios (measured by the increased % of clean energy lending as a proportion of overall energy lending, for each MDB, with baseline and targets to be agreed by December 2011). 
Results:  Demonstrable results are fundamental to the success of the CIFs.  The CIF results frameworks underpin the CIF’s ability to demonstrate value-for-money.  Although the CIFs were set up quickly, the results frameworks have taken much longer to agree.

Three areas we will particularly watch are: 

a) completion of Results Sourcebook by September 2011, 

b) review of methodologies for programme level indicators by December 2011; 

c) identification of 3 to 5 core indicators from the relevant results framework for each programme by, to be explicitly identified in each project from September 2011 onwards.

Lesson learning, knowledge management and communications:  CIFs need to provide and effectively communicate a strong evidence base of results and lessons on climate financing that is transformative, innovative and goes beyond business as usual.  This is particularly important as we design the Green Climate Fund through the Transitional Committee.   

We will look for: 

a) a much more accessible website with communication products available by theme, and project data available by October 2011;

b) use of social networking platform for knowledge sharing by September 2011.

NB. Baselines for all the above to be confirmed where appropriate.
Annex A2: Progress on CIF Reforms
	UK proposal to improve the CIFs

	Agreed actions 3 November 2011 (with para. reference)

	Development impact

	Look for better integration and quantification of development impact in the projects we receive for approval


	MDBs should immediately ensure programme/project proposals integrate and quantify/qualitatively describe development impacts Indicators of development or poverty reduction impacts (Para 34). 

	Gender

	The inclusion of at least one indicator disaggregated by gender in every project

The inclusion of a gender expertise in all CIF joint missions and expert groups
	At least one indicator disaggregated by gender should be included in each project (para 60). 
Gender experts should be involved at all stages, but particularly during the design stage of projects (para 59)

	Country ownership and transparency

	Engagement with private sector associations and civil society in the development of all investment plans and, unless justified otherwise, projects.  This engagement should be explicitly set out in each plan or project, along with clear plans for continuing stakeholder involvement in monitoring and evaluation
Improve transparency by eliminating closed executive sessions under the CTF.
Make the CIFs compliant with the International Aid Transparency Initiative.

	The CIF Administrative Unit and the MDB Committee are requested to develop proposals for review by the joint meeting of the Trust Fund Committee in May 2012 as to how to further strengthen country-level partnerships among the MDBs, and to improve in-country collaboration amongst stakeholders operating at the country level, including bilateral and UN organizations, civil society organizations, and the private sector (para 12) 

Rules of procedure for the CTF amended to eliminate closed executive sessions of the Trust Fund Committee unless determined by the Co-Chairs (meeting decision). 

CIF AU to explore whether CIFs are currently in compliance with the IATI and report to May 2012 joint committee meetings. Report should advise of additional polices which may be necessary to ensure compliance (para 49).

	Innovation, private sector and additionality

	A paper on how to use a wider variety of instruments (e.g. guarantees, equity and debt finance) to stimulate private sector finance through the CIFs by December 2011.

The additionality of the CIFs to existing MDB portfolios (measured by the increased % of clean energy lending as a proportion of overall energy lending, for each MDB, with baseline and targets to be agreed by December 2011). 
	A paper on “Lessons learned from private sector interventions through MDB intermediaries” presented to Nov 2011 meeting (see meeting agenda). 
MDBs should report to the CTF/SCF meeting in May 2012 on the additionality of the CIF to existing MDB portfolios measured by increased % of climate-oriented lending as a proportion of overall energy lending (para 33)..

	Results

	Completion of Results Sourcebook by September 2011

Identification of 3 to 5 core indicators from the relevant results framework for each programme by, to be explicitly identified in each project from September 2011 onwards. 

	Draft results sourcebook and web-based toolkit platform presented to the November CIF meetings (fully functioning site delivered by April 2012). 
Simplified results frameworks should be prepared for consideration by the governing bodies in 2012, taking into account feedback from countries and the MDB country teams. Three to five core indicators should be agreed for each program (para 39). 

	Lesson learning and communications

	A much more accessible website with communication products available by theme, and project data available by October 2011.

	The paper states that steps should be taken to enhance the CIF website with a goal of launching an Improved site launched first quarter in 2012. The AU has already started work on this, with an upgrade in Oct 2011 (para 29).


Annex B: Logical framework for the UK’s contribution to the Climate Investment Funds (attached separately). 
Annex C: Environmental Appraisal

Environmental appraisal/screening conducted for the ETF/CIFs

Environmental risks

This proposed investment is primarily focused on achieving environmental benefits.  However, there is a risk that poorly thought through interventions will result in negative environmental, social or economic impacts and undermine development outcomes.  In the complex and dynamic system within which these investments are being planned it is critically important that policies, programmes and projects are adequately assessed in the formative and  strategic decision making stages as well as the project design stage.  This note outlines the necessary requirements to help ensure the outcomes of these interventions are positive and durable and do not create unanticipated negative consequences.

The broad categories of activities to be supported by the CIFs/ETF include investments in clean technology, climate resilience, forestry and renewable energy.  However, although their intent is to contribute to environmental benefits, they too can have negative environmental, social and economic consequences throughout their life cycles if not managed effectively (e.g. the potential for ill-considered biofuels expansion causing deforestation, food shortages and potentially causing poverty).  The precise nature of the projects is as yet unknown, but it will be necessary to undertake project specific environmental assessments before these activities are approved.  This must include cumulative impact assessments because, although an individual project may not be in itself significant, several of them together may add up to significant consequences.

We will therefore ensure that Strategic Environmental Assessments (SEAs) are undertaken for the CIFs as a whole and for each programme.  These will be the responsibility of the World Bank and the relevant Trust Fund Committees/ sub-committees.  We will also ensure that project specific environmental impact assessments are undertaken when scoping studies indicate these are necessary.  These will be the responsibility of each implementing agency.

The responsibility for adequate environmental and social assessment and management of each investment operation lies with the collaborating MDBs
 as the implementing agencies.  The governance papers state that “each MDB will apply its own policies and procedures for investment project preparation, approval and implementation, including environmental and social safeguards”.

DFID has had an influence on the development of the environmental assessment systems (policies and procedures) used by the MDBs in most cases.  DFID is therefore satisfied with the rigor of these systems.  It tracks the progress in implementing these systems, including through participation in the biannual Multilateral Financial Institutions Working Group on the Environment.  The World Bank Environmental Policy (and especially the new IFC Environmental and Social Performance Standards) serve as the benchmarks, and other MDBs have (or are in the process of) adapting their performance standards along the same lines.  This gives DFID adequate confidence in the efficacy of these systems, but a requirement remains for more intervention-specific monitoring and periodic auditing as part of our own due diligence. 

We will hold the World Bank, as trustee of the funds, accountable for overall performance of the trust funds in terms of environmental impact management.  Responsibility for undertaking the strategic environmental assessment of programmes will rest with the relevant Trust Fund Committee/ sub-committees.  This will help frame the performance of the responsible implementing agencies. DFID, as a Trust Fund Committee member, will share this responsibility.

Scaled-up projects involving new or retro-fitted technology (e.g. CCST
 – if proven), area-wide resilience projects (e.g. sea walls or afforestation) or regional Clean Technology Fund
 sectors (e.g. transmission and transportation) will all trigger MDB and national requirements for preliminary and, more likely, full environmental impact assessments.  MDBs’ experience with assessment of the new technologies may be limited and require outside support.  

DFID will address this need by requiring the World Bank to assign an environmental specialist to have responsibility for:

· maintaining a watching brief over implementing agencies’ or planning departments’ environmental performance.

The CIFs interventions require integration into DFID’s partner countries’ national development plans for the relevant sectors, as the CIFs are designed to fund country-led activities.  This will involve shifts in national policy planning and development procedures.  

Capacity in many least developed country partners is underdeveloped.  They do not yet have effective climate change mitigation and adaptation policies (although some have significant national adaptation programmes of action, these are generally small-scale).  DFID has White Paper and Millennium Development Goal obligations to assist our least developed country partners to adopt adequate strategic environmental assessment procedures into national planning processes. 

On a case by case basis (ie. where capacity is weak) DFID will also consider ensuring an environmental specialist is appointed to the developing country’s national planning departments, to:
· build the capacity of LDCs to transform their development policy and planning to accommodate climate resilience, fund programmes, large-scale adaptation projects and climate information;  

· provide MDBs and national planners with environmental advice; and
· maintain a watching brief over MDBs’ or planning departments’ environmental assessments and ability to predict secondary environmental effects.  

Environmental risks and mitigation

Notwithstanding the importance of climate change, World Bank interest in global climate policy, and the scale of the interventions to be implemented by the MDBs, could distort due attention to non-climate change aspects of sustainable growth.  This could increase negative environmental and poverty impacts.  An SEA will make any trade-offs explicit. 

The Scaling-up Renewable Energy Programme and the Clean Technology Fund could also affect regional policy and institutions and have environmental consequences.  Low carbon doesn’t necessarily mean low-tech, so resources could be reprioritised from other development sectors and programmes with environmental consequences.  Repayment of CIFs loans could have similar indirect consequences.  These complex environmental consequences across sectors would be identified and evaluated through the application of Strategic Environmental Assessments (SEA)
.  
Many of the risks that exist in this programme relate to a poor knowledge base.  The CIFs aim to build capacity – in climate data collection and analysis, biophysical and chemical analytical work.  These data cannot be collected retrospectively and only long-term monitoring will determine responses.  
In various ways therefore the CIFs will seek to strengthen the collection of this data (eg through national/regional research and development institutions in climate science and in technology), and the expression of climate-related changes in ecosystems.  A long-term commitment is required if the continuity of high quality data acquisition is to be ensured.

· CTF policy for financing cost-effective coal technologies where GHG
 emissions are reduced in anticipation of carbon capture, i.e. CCST readiness.  Research and development on CCST (for clean coal technology) is nowhere near achieving a demonstrable long-term system within the six-year timeframe of the ETF/CIFs.  The EIAs/SEAs will present development alternatives and mitigation options.
· Criteria for financing climate resilience.  Environmental risks associated with vulnerability to climate change and variability may be modeled from inadequate or inaccurate data sets and may not be extrapolated with confidence to local levels (where the impacts on poverty are often greatest).  The PPCR will generate lessons in this area.
· Long-term biophysical data sets.  Background data needed to identify and assess the impacts of climate change are uncommon in LDCs and will constrain the development of evidence-based mitigation and adaptation strategies.  The CIFs will generate lessons on assessing the impact of mitigation and adaptation strategies.
· GHG mitigation.  The inevitable and necessary focus on mitigation and zero/low carbon technology could easily eclipse the urgent requirement to understand how climate affects environmental services and ecosystem resources (clearly spelt out in the UN MEA
) on which the poor are particularly dependent.  The CIFs will generate lessons in this area.
· Ecosystem resources.  Responses of renewable natural resources to climate change, on which livelihoods depend, may be very different in LDCs (tropical and subtropical countries) from those in temperate climates where the majority of the research data have been collected. The resilience of ecosystem productivity and processes in warmer climates is therefore not well understood.  The CIFs will generate lessons in this area.
· Alternative technologies and low-tech solutions.  These are not necessarily environmentally friendly; potential impacts should not be overlooked because they offer mitigation of a more conventional intervention (e.g. biofuels; local power generation; photovoltaics).  EIAs for biofuel and power programmes will identify likely impacts and a range of mitigation options specific to the projects. 

Environmental benefits

The ETF-IW financing of the CIFs will contribute significantly to the new global deal on climate change.  It will kick-start early thinking and mobilisation of funds designed to manage the impacts of climate-related change and help transform current environmental attitudes to development and national development planning.  Climate effects cut across agricultural, health, energy and natural resource sectors and already threaten the attainment of MDG targets (especially those in MDGs 4, 5, 6 and 7).

Protection and restoration of the biophysical environment is possible by investments of sufficient size that can help to reduce the causes of ecosystem stress and degradation and to maintain environmental goods and services.  If the PPCR pilots are analogous to those of the UN NAPA,
 countries vulnerable to drought, flooding and coastal inundation or air pollution could rapidly benefit from climate proofing and resilience measures such as drought and saline tolerant agriculture, coastal afforestation and low carbon technologies that reduce contamination of air and surface waters.  

Climate workshops will help to focus on cross-sectoral impacts and the availability of existing adaptive technologies and energy alternatives, while the capacity building effort will enable measurement of environmental change and foster decision making skills.  Most of these environmental benefits will only be realised if the administrative framework is geared to long-term support, i.e. provides a seamless transition to any new climate deal.  

Environmental opportunities

CIFs policy is focused on large-scale interventions to tackle climate change.  However, small-scale mitigation and technological approaches can have significant cumulative impacts.  Thus widespread adoption of biogas and energy efficient stoves moderates GHG emissions; local sustainable forest management and innovative charcoal and fuel wood strategies conserve forest cover (carbon sink); low-tillage agriculture reduces energy use and soil erosion, and can stabilise carbon flux.  

In addition there are significant environmental and social co-benefits such as improved water quality, conservation of plant nutrients and biodiversity, protection of indigenous peoples, reduction of ill-health and poverty alleviation.

CIFs activities in capacity building, knowledge management and technology transfer could be harnessed effectively to build capacity and databases to enable quantification of changes in the biophysical environment – assets and services.  Agricultural productivity and strategy can be reconsidered in the light of fossil fuel and energy issues (peak oil and intensive farming systems).
Annex D – Updated Risk Register

	
	Description
	Owner
	Likelihood
	Impact
	Overall 
Rating
	Consequence
	Mitigating Actions
	Actions Owner
	Contingency
	Status
	Direction of Travel




	*Programmes do not achieve objectives

*Stakeholders react negatively to slow delivery
	* Continue to work with CIF AU to ensure relevant actions from UK-inspired improvements paper, around establishing disbursement targets, whilst recognising trade-offs between speed, complexity, innovation and risk, are taken forward in timely fashion. 

*Lobby MDBs to improve technical assistance and capacity building in partner governments

*Work with local and central MDB offices and partner country governments to ensure smooth flow of programmes from design to implementation 
	Ben Green
	*Finance programme-funded posts in the MDBs

*Finance programme funded posts in partner governments 

*Use programme funded posts in the MDBs to support implementation in country
	Amber


	
The AU has taken on board UK’s points on improving speed of disbursement, both in terms of projects being presented following agreement of investment plans, and disbursement of funds following project approval, in “Proposed measures to improve the CIFs”, a paper endorsed at the November 2011 CIF Trust Fund committee meetings. 

Overall, programmes are progressing, sometimes slower than we would wish to see, but in line with partner country capacity.

	1. 
	Recipient countries, NGOs and other stakeholders hold and communicate negative views on the CIFs 
	Matthew Wyatt/

David Capper
	H
	M
	H
	*MDB interaction with developing countries undermines confidence in banks’ ability to handle climate finance

*Programmes follow MDBs’ investment priorities, rather than countries’

*Lesson learning events blocked, preventing feeding lessons into the negotiations

*Negative NGO communication

around CIFs undermine lessons learnt

*Forestry programmes constrained by civil society criticism

*Criticism of use of loans, particularly for adaptation

*Credibility of CIFs undermined, lessening influence of lessons learnt in the negotiations

*Donors decide to put majority of unallocated Fast Start finance through alternative funding streams
	*Lobby partner governments to deliver high ambition bids and NGOs to scrutinise them

*Ask embassies and country offices to engage in programme design phases to ensure country-led approaches

*Members o CIF management team/ programme leads to join joint missions to ensure country-led approaches

*Lobby MDBs at various levels to hold country offices to account on principles of country leadership

*Emphasise importance of technical assistance phase and capacity building to prevent MDBs filling vacuum where national government capacity is lacking

*Proactive engagement with recipient countries through posts 

*Engagement with civil society/media to minimise negative messages around the CIFs

*Encourage local NGOs to participate in country missions and scrutinise investment plans

*Encourage CSO observers on TFCs to raise agenda items on issues for contention or clarification

*Complete analysis on key features of the CIFs as objective evidence base (including work on loans and grants)

*Preparation of media lines on grant/loan issue 

*Technical visits to recipient countries to seek support (opportunity to do visits with NGOs and media)

*Work with the CIFs Admin Unit on outreach, lessons learnt, etc

*Work with recipient countries to ensure their voice is heard in recognising CIFs successes

*UK Improvements paper focused on enhancing country ownership and transparency.


	Ben Green
	*Shift focus to recipient countries prepared to accept blended finance packages from the CIFs – priority 2 countries for the UK

*Increase proactive engagement with key influencers/ third parties e.g. prominent academics, AF board, chair of G77, particularly on the lessons learnt from the funds to ensure they are fed into negotiations and the development of the post-2012 architecture

*Clear separation of UK negotiators/ negotiating position from the CIFs, whilst still taking account of lessons
	Red/

Amber

	
We continue to work closely with all relevant stakeholders (e.g. holding round-table meetings, seeking range of views for input on CIF business) but some views held on the CIFs are ideologically motivated and are unlikely to shift rapidly

We have, through our improvements paper, secured CIF agreement to further engagement with private sector associations and civil society in the development of all investment plans, projects.  This engagement should be explicitly set out in each plan or project, along with clear plans for continuing stakeholder involvement in monitoring and evaluation. Increased engagement should also help in terms of positive comms and outreach to stakeholders.

	2. 
	Insufficient HMG human resources to engage effectively with the CIFs
	Matthew Wyatt/

David Capper
	H
	M
	M
	*Ability to deliver CIF management team function reduced 
*Engagement with CIFs limited and ineffective – they do not deliver UK objectives
*Engagement with recipient countries as they develop investment plans is limited – these plans are not transformational
*Ability to work through others to influence CIFs implementation limited e.g. cannot finance workshops, seminars, think pieces and southern civil society participation in Partnership Forum

*Ability to lobby donors limited

*Ability to feed into the negotiations and design of future architecture limited

*Ability to review investment plans and project proposals limited and consultancy support required, incurring admin costs
	*CIFs lobbying integrated into broader HMG work

*Increased engagement through country offices/posts with recipient countries – including specific CIFs objectives in workplans of DFID co-funded posts in country 
*Ensure engagement with the CIFs is core objective for technical experts in DFID and DECC
*Ensure outreach strategy is produced and is kept up to date so briefing etc can be prepared in advance
	Ben Green/Sam Balch
	*Recruit additional resources for CIF management team (both DFID and DECC) 
*Existing resources are re-prioritised to finance/deliver CIFs over existing projects

*Engagement of temporary staff to help cope with 'peak' times e.g. preparation for TFC meetings


	Red/ amber


	
Gaps in staffing continue to mean that technical expertise to review and quality assure proposals is stretched. Technical expertise for the CIFs has been recognised as Front Line Positions, so CED has been able to recruit consultants to manage gaps.

	3. 
	Lessons not captured to inform UNFCCC negotiations and development of future architecture
	Matthew Wyatt/

David Capper
	M
	H
	H
	*Funds fail to deliver their primary objective – to pilot different approaches and generate lessons to inform the negotiations and development of the post-2012 architecture 
*Future financing mechanism agreed in negotiations is less likely to meet UK objectives – its design is less well informed 

*Partnership Forum is a showcase rather than an interactive and critical forum

*Lesson learning papers are not consultative in their creation, or widely received
	*HMG workstream to feed into CIFs lesson learning to ensure effective, frank lessons are developed

*Encourage Admin Unit to make space on agenda of Partnership Forum to engage key stakeholders on this question – UK works with other TFC members to raise this as a key issue
*Identify key players/ influencers in the negotiations and ensure they are involved in design of processes to capture lessons and are informed of lessons as they are learnt

*Maintain pressure on Admin Unit to ensure products are of high quality and delivered on time
	Sam Balch 
	*Commission separate lesson learning analysis e.g. through think tanks, and disseminate to key individuals/influencers in the negotiations and the development of the post-2012 architecture
	Red/

Amber

	
[image: image4]
Successful Partnership Forum in June 2011 demonstrated commitment to improving the effectiveness of lesson learning. 

At Nov 2011 TF committee meetings, paper on development of learning products was presented, with focus on shifting from lesson learning documents, rather to providing practical services (again, influenced by UK lesson learning and improvements papers), e.g. a social networking platform is being developed to facilitate collaboration, sharing and dissemination of best practice by users (by April 20120.
Need to ensure wide dissemination and feeding in to negotiations.  CIFs continue to be  preferred donor model on which to base the Green Fund

	4. 
	CIF programmes are not transformational or do not achieve demonstration objectives 
	Matthew Wyatt/

David Capper
	M
	H
	M
	*Investments endorsed by the CIFs lead to criticism from key stakeholders that UK money is financing business as usual investments 

*CIFs not seen to support delivery of IIR agenda

*Lack of demonstration examples from the CIFs leads to development of new UNFCCC mechanisms that do not meet objectives of scaled-up, programmatic finance
	* UK improvements paper had section on innovation, and requested projects and programmes to clearly set out how they will contribute to long term transformation, with identification of indicators of how progress to transformational outcomes will be measured. Need to work with CIF AU to ensure this is taken forward.
Commission development of work on how transformational can be defined

*Lobby MDBs, recipients and other donors to seek agreement on our vision of transformation both directly and through others e.g. NGOs, country offices, influential academics
*Continue to work with the MDBs to develop a robust performance measurement system for the different programmes

*Use our position on TFC and attendance at joint missions to ensure that investment plans only fund transformational projects
	Ben Green
	*Use right of derogation to ensure that UK contribution is not used to finance 'business as usual' investments 
*Withdraw/reduce UK funding for programmes if they do not meet UK objectives within 18 months
*Increase financing for other clean technology initiatives e.g. GEEREF
	Amber

	
We continue to manage this risk through scrutiny of investment plans and projects through the trust fund committees as well as staff attendance at joint missions

The CIF AU responded to the UK’s request in our improvement paper to look at ways of stimulating private sector finance: a paper was prepared  for Nov 2011 TF meetings - “Lessons learned from private sector interventions through MDB intermediaries” (Nov 2011) – one of its aims is to identify opportunities for better tapping the potential for private sector engagement in the market transformation process. Paper contains both strategic & operational lessons, useful, but we suggested it should identify more clearly lessons and actions.


	5. 
	Congress decision on climate finance means the USA has to block or derogate any programme containing a fossil fuel project
	Matthew Wyatt/

David Capper
	M
	M
	M
	*US insists on change in governing procedures in order to retract previous endorsements

*US insists on changing fossil fuel criteria

*Projects already endorsed have to be blocked

*Projects already endorsed no longer able to be financed

*Some countries dissuaded from putting in a bid
	*Work with US on interpreting legislative language

*Encourage more donors to contribute to CTF

*Encourage recipient countries to look at renewables rather than fossil-fuels
	Simon Ratcliffe
	*Increase or reallocate (temporarily) our contribution to the CTF to bridge any funding gap
	Amber
	


	6. 
	Countries do not deliver on their pledges to the CIFs
	Matthew Wyatt/

David Capper
	L
	H
	M
	*The CIFs are slow to reach its ambition due to delay in capitalising the fund

*CTF encounters a cashflow crisis and is forced to suspend disbursements to projects bringing them to a halt

*Level of ambition of the CIFs is reduced, lower financing for each investment plan and a reduced number of plans endorsed

*Recipients become disillusioned and disengage due to lack of progress

*Grant available for technical assistance  is minimal

*Investment plans are produced without sufficient capitalisation in the Trust Funds to endorse them

*Media criticise donors for not meeting their pledges, which will hinder negotiations and damage reputation of CIFs as a reliable, predictable multilateral financing mechanism

*Number of CIFs countries reduced 

*CIFs unable to deliver scaled up approach to climate change due to a lower level of contribution to each pilot
	*Encourage other donors to put contributions in to the CTF to offset US redistributing their overall contribution away from the CTF

*Financing of projects should be agreed in phases so that CIFs do not over-commit resources

*Proactive engagement with the media and preparation of media lines on reliability of donor pledges and trustee’s management of liquidity of the Trust Fund

*Encourage recipients to be vocal about the importance of the CIFs when talking to donors


	Ben Green
	* 
*Seek money for SREP through non-conventional donors such as the Arab States and new emerging economies such as China 

*Lobby new donors to put in money in addition to that already pledged, and to help counterbalance loss of overall capitalisation if existing pledges are not met
	Amber


	
[image: image5]
Most donors delivering against their pledges, only significant donor not doing so is the US.  They expect to fulfil their pledge but at a slower pace. 

	7. 
	Measurement of CIFs results is not robust enough to provide assurance that our money is being well spent or to inform our position on MRV
	Matthew Wyatt/

David Capper
	M
	H
	M
	*Funds criticised for not demonstrating results

*Lack of clear results means approaches and lessons cannot be used to inform negotiations and the development of the post-2012 architecture

*UK reputation damaged for financing an initiative which cannot demonstrate delivery

*Stakeholders reject the model of the CIFs as a failure
	*UK continue to work with CIF AU to ensure CIFs focus on demonstrable results. UK paper on improvements presented to CIFs and incorporated into CIF improvements paper  included section on results. and have robust  

*Engage with results specialists in DFID and DECC to inform and quality assure CIF projects to ensure they map across the agreed results frameworks 
	Ben Green
	*UK has developed its own logframe for CIFs 


	Amber

	
Results Frameworks for CIFs have been agreed and challenge now is to ensure focus on results at IP level, and now at project level, as projects come through under endorsed IPs. The CIF AU has acted on UK suggestions and, e.g., will provide clear tools and guidelines as to how the CIF results frameworks cascade to the country investment plan and project level asap, and ideally no later than the end of calendar year 2011.

Also, in response to UK comments, an M&E sourcebook and toolkit will be developed by AU (completion expected April 2012).


	8. 
	New pledges to the CIFs are not forthcoming
	Matthew Wyatt/

David Capper
	H
	M
	M
	*CIFs capitalisation does not increase 

*CIFs do not deliver to scale and quickly so are not transformational 
*Potential recipients become disillusioned and disengage due to lack of progress

*Combined with the delays in distribution of existing pledges, CIFs implementation is delayed

*If the UK decides to pledge further funds around the time of COP in Durban, during SR10, the UK’s burden share increases if other donors do not offer new pledges
	*Donor lobbying to encourage further pledging
*Work through post/country offices to lobby potential donors, particularly non-traditional donors, such as the Arab States 
*Support work through G20, G8, MEF, G77 to encourage further pledges

*Work with new donors to consider making contributions to the CIFs through their Fast Start commitments

*Ensure UK pledges go to further development of CIFs programmes rather than compensating other donors’ potential shortfalls
	Ben Green
	*Less money disbursed to each investment plan

*SREP objectives met through GVEP, GEEREF and REEEP

*FIP objectives met through outcomes from Informal Working Group processes  
	Amber


	
Further pledges have recently been made to FIP, SREP and PPCR, further contributions are expected at Durban and particularly in 2012. 


	*CIFs not seen as transformational or inclusive of key countries

*Leading MIC/G77 countries not engaged


	*Not a lot further we can do now – countries have been agreed upon and new ones are not now being encouraged.


	Ben Green
	*Engage MICs/G77 bilaterally or through other means

*Engage with countries such as India and China to encourage them to share lessons from their own mitigating actions with each other
	Amber
	
We are now at the point where countries have been agreed upon and new ones are not now being encouraged. India has produced its CTF Investment Plan which was endorsed at the November 2011 CTF TF committee meeting.  However China confirmed that it would not bid for CTF finance, or for any Fast Start finance


References:
Decision level 1


Fund or not fund the CIFs
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6. Sub-committee approve the project for funds to be released
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� Please note that this funding has not been confirmed and is subject to a further approvals process in 2012.
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� Clean Technology Fund


� Strategic Environmental Assessment: the SEA is the key instrument for mainstreaming environment into plans, programmes and policies.  An SEA can be prepared and its conclusions implemented in various contexts: application of World Bank’s OP/BP 8.60 on Development Policy Lending, national requirements, or for large-scale investments with sectoral or regional implications.
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� Ahmed S A, Diffenbaugh N S and Hertel T W, 2009: “Climate volatility deepens poverty vulnerability in developing countries” Environmental Research Letters (4); Skoufias E, Rabassa M, Olivieri S, and Brahmbhatt M, 2011: “The Poverty Impacts of Climate Change”, Poverty Reduction and Economic Management Network (51) World Bank; WDR 2010: “Development and Climate Change”.


� IPPC Fourth Assessment Report: Climate Change 2007 �HYPERLINK "http://www.ipcc.ch/publications_and_data/ar4/wg2/en/ch20s20-7-1.html"�http://www.ipcc.ch/publications_and_data/ar4/wg2/en/ch20s20-7-1.html�; African Development Forum 2010: “Climate Change, Economic Growth and Poverty Reduction in Africa”, Issues Paper 12.





� FT website used to convert currency (�HYPERLINK "http://markets.ft.com/research/Markets/Currencies"�http://markets.ft.com/research/Markets/Currencies�) on 27 September 2011. Exchange rate: £1:US$1.62


� Under the Environmental Transformation Fund, the UK has already committed £735m to the CIFs, funding being split 50:50 between DFID and DECC.


� The UK pledged £100m in total to the FIP.  In March 2011 DECC deposited an additional £25m to make good our full pledge on the FIP. 


� http://www.climateinvestmentfunds.org/cifnet/?q=country-program-info/bangladeshs-ppcr-programming


� Benchmarking CIF admin costs paper, �HYPERLINK "http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/Joint%20Note%20of%20CIF%20Cost%20Benchmarking%20final%20for%20PBG%20clearance%203-11-1o_0.pdf"�http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/Joint%20Note%20of%20CIF%20Cost%20Benchmarking%20final%20for%20PBG%20clearance%203-11-1o_0.pdf�


� CIFs disclosure policy, �HYPERLINK "http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF-SCF_Note_on_disclosure_of_Documents_April27.pdf"�http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF-SCF_Note_on_disclosure_of_Documents_April27.pdf�


� ToRs and guidance for PPCR expert group, �HYPERLINK "http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/PPCRTermsofReferenceandGuidanceforExpertGroup-RevisedNov6.pdf"�http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/PPCRTermsofReferenceandGuidanceforExpertGroup-RevisedNov6.pdf� 


� WRI working paper, The Clean Technology Fund: Insights for Development and Climate Finance, March 2010, �HYPERLINK "http://pdf.wri.org/working_papers/clean_technology_fund.pdf"�http://pdf.wri.org/working_papers/clean_technology_fund.pdf�


� Dr Alison Evans, Director of the Overseas Development Institute, and Professor Lawrence Haddad, Director of the Institute of Development Studies and President of the UK and Ireland’s Development Studies Association


� http://www.dfid.gov.uk/Documents/publications1/mar/Taking-forward.pdf


� See: http://www.climateinvestmentfunds.org/cif/results_frameworks


� The frameworks set out the timescale that the results are expected to be delivered in.


� http://www.dfid.gov.uk/Documents/publications1/mar/cifs.pdf


� Note that £400m was the “up to” level of funding agreed by Ministers, however, £25m has already been used to finance the FIP, hence the figure of £375m elsewhere in the business case. 


� Countries requesting CIF support for which additional funds are required (CIF Admin. Unit).


� All information is taken from the CIF Admin Unit paper unless otherwise indicated. 


� See paper PPCR finance: pledges, contributions and projected shortfalls. 


� $110m is the mode value for SPCR budgets.


� The SREP sub-committee has approved $50m reserve for countries.  Currently it only seems that Kenya (requesting $35m) and Ethiopia – though the Investment Plan has not been finalised or endorsed (requesting $40m) are the only two countries seeking additional finance currently through the reserve.  i.e. there is a shortfall of 35m+40m-50m=25m. 


� $40m is the mean value of current allocations to SREP countries. 


� $52.5m is the mean value of current allocations to FIP countries. 


� The total available is £400m less £25m already provided by DECC for FIP. 


� This is not the case with the Kenya SREP Investment Plan, which envisages large scale investment in grid-connected geothermal.


� �HYPERLINK "http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF%203%20Semi-Annual%20%20Report.pdf"�http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/CTF%203%20Semi-Annual%20%20Report.pdf�


� Projects documents providing some indicative figures of adaptation cost benefit analysis include: World Bank (2007) Western Kenya Community Driven Development and Flood Mitigation Project, Analysis of Activities under the Mali National Adaptation Plan of Action, ISET (2008), Uttar Pradesh Drought Cost Benefit Analysis, IFPRI (2009) Setting Priorities for Public Spending for Agriculture and Rural Development in Africa, World Bank (2010) EACC – The Economics of Climate Change - A Synthesis Report, Forestry Resource Management and Conservation Programme II (POSAF) Nicaragua (2010), Evaluating Costs and Benefits of Flood Reduction under Changing Climatic Conditions: Case of the Rohini River Basin, India


� Allocation is based on using the total available earmarked finance remaining for the CIFs of £375m. 


� PPCR concessional loan figures are based on the shortfall from current requests in endorsed SPCRs and estimates for those due to come to the board.


� The SREP figures are based on the additional finance sought by countries, once the reserve pot of $60m has been fully allocated.  At this time if 6 countries had an equal share they would receive $10m.  Kenya has already indicated it is seeking $35m.  If all other countries seek this level 


� SREP assumptions are based on a single investment plan (Kenya), which has a large volume of relatively cost effective geothermal.  CO2 abatement costs have been recalculated on the basis of indicated GWH produced and a build grid factor of 430tco2e/GWh as figures provided in the Investment Plan seemed unfeasibly low.


� This is $144m for the additional countries unable to access concessional loans, minus the unused $37m of grant financing still to be allocated in the PPCR. 


� Chile indicated at the November 4 CTF Committee that they will seek endorsement for their Investment Plan on or before May 2012. 


� Prioritising PPCR investments in Mozambique: The Politics of ‘country ownership’ and ‘stakeholder participation (Shankland and Chambote 2011) and Negotiating climate resilience in Nepal (Ayers, Kaur, Anderson 2011) in May 2011 IDS Bulletin.  


� Towards an understanding of the political economy of the PPCR (Seballos and Kreft, 2011) in May 2011 IDS Bulletin.  


� http://www.climateinvestmentfunds.org/cif/node/2554


� Bruce et al. 2000; WHO 2006


� (Dherani et al. 2008; WHO 2004a).


� (UNDP-WHO, 2009).


� Chile indicated at the November 4 CTF Committee that they will seek endorsement for their Investment Plan on or before May 2012. 


� �HYPERLINK "http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/Clean_Technology_Fund_paper_June_9_final.pdf"�http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/Clean_Technology_Fund_paper_June_9_final.pdf�


�HYPERLINK "http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/Strategic_Climate_Fund_final.pdf"�http://www.climateinvestmentfunds.org/cif/sites/climateinvestmentfunds.org/files/Strategic_Climate_Fund_final.pdf� 


� See: http://www.climateinvestmentfunds.org/cif/monitoring_and_evaluation%20


� http://www.climateinvestmentfunds.org/cif/results_frameworks


� This environmental appraisal has been taken from the previous Environmental Screening Note for the existing contribution to the CIFs from the ETF (Environmental Trust Fund). 
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