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10.

11.

12.

13.

14.

15.

Organization structure and chart, including evidence of independent
legal personality and legal capacity;

Structure, involvement and experience of oversight bodies (e.g. audit
committee and audit function), including a board of directors or
equivalent of the entity and quality and experience of senior
management;

Previous track record in the country or region where the proposed
project/programme would take place; and

Entity profile in terms of types of past activities (e.g. assets built in the
past, products and services sold, percentage of revenue generated from
activities), information on the current projects portfolio, and forecasted
profile of the entity for the near future (e.g. three years), including its
investment strategy;

Basic financial information (e.g. balance sheet and profit and loss
statement) and ratios to assess company sustainability for the proposed
project/programme duration;

Evidence of structure and use of financial instruments in past projects
that are relevant to the proposed project/programme. This may include
evidence of the entity’s project management experience;

Where applicable, a project-specific procurement plan on a rolling basis
and evidence of procuring various types of goods, works and services in
similar projects, including experience and capacity to select, manage and
oversee executing entities;

Application of prohibited practices, AML/CFT requirements, including
due diligence such as “know-your-customer” checks and similar due
diligence of the executing entities in the proposed project/programme;

Disclosure of past incidences of fraud, non-compliance and malpractices;

Institutional and contractual arrangements with executing entities for
similar financing structures applied in past projects/programmes;

Risk management and risk identification systems and procedures to be
applied in the planning and implementation process of the proposed
project/programme;

Project-specific financial audits, including audits of procurement
activities, or similar reviews for projects/programmes similar to the
proposed project/programme;

Monitoring and evaluation plans and reports and evaluation reports,
including terminal evaluations. Completed projects should include
project-specific financial audits and terminal evaluations or similar
reviews, including audits of the expenditures and results compared to
planned budget and implementation plans;

Audit and assurance reports (external and internal) of the entity’s
financial management and control systems/framework, including on
financial mismanagement, AML/CFT and prohibited practices, such as
fraud, corruption, and whistle-blower policies;

Information on the internal governance reliability of the entity, its
internal policies, code of conduct and/or code of ethics, and internal
monitoring of legal and information technology (IT) Issues;
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16.

17.

18.

19.

20.

Credit ratings received from international and national rating agencies,
or evaluation reports/reviews received from multilateral and bilateral
organizations on the entity’s performance in the past regarding financial
management capabilities for similar projects/programmes to the one
proposed;

IT arrangements for disclosing project-related information (e.g.
website/web page or publicly available reports), where the information
on project/programme progress and completion is published as well as a
weblink for the public to submit comments or complaints that would be
used in the proposed project/programme;

Records of any complaints received from the public and employees with
regard to the implemented projects in the past, and records of incidents
of fraud/malpractice identified and investigated together with the
information on the status of the investigation process;

Such other best practices in fiduciary management as may be
applicable/appropriate to the specific project/programme; and

Information on the entity’s ability to safeguard the interests of GCF,
including the disclosure of any potential conflicts of interest that may
arise out of its role to implement the project/programme or
inconsistencies with GCF fiduciary standards, ESS and Gender Policy; and

(i) Environmental, social and gender information:

1.

For a Category A/Intermediation 1 or B/Intermediation 2
project/programme, provide a sample of E&S risk screening and
assessment (environmental and social impact assessments or related
instruments), environmental and social management plans or related
E&S risk management plans, monitoring, supervision and evaluation,
results of E&S project audits, environmental permits and clearances,
compliance and non-compliance (grievance) reports of past
projects/programmes that are similar to the proposed
project/programme;

For a Category C/Intermediation 3 project/programme, provide a
sample of E&S risk screening of past projects/programmes that are
similar to the proposed project/programme; and

Gender policies and initiatives to mainstream gender considerations that
have been applied in past projects/programmes that are similar to the
proposed project/programme; and

Environmental management system certifications and sustainability
reports.

25. Step 2: overall capacity check. Based on the institutional capacity and project track
record checks, the entity may be assessed to have high capacity in certain areas (e.g. financial
management) and low capacity in other areas (e.g. management of E&S and gender risks) as

follows:

(a) High capacity would indicate that the entity has a well-developed financial
management system, a well-functioning control framework, including risk management,
and robust systems and policies in place to prevent money-laundering and the financing
of terrorism and other prohibited practices, such as fraud and corruption, and with
sufficient scope to manage E&S risks with a low likelihood of negative impact on the
entity’s ability to undertake the proposed project as designed;



GREEN

CLIMATE GCF/B.21/08
FUND Page 26
(b) Medium capacity would indicate that the entity has a developed financial management

system, a functioning control framework, including risk management, and systems and
policies in place to prevent money-laundering and the financing of terrorism and other
prohibited practices, such as fraud and corruption, and with scope to manage E&S risks
with moderate likelihood of potential negative impact on the entity’s ability to
undertake the project as designed; and

(© Low capacity would indicate an underdeveloped financial management system and/or
weak control framework, little or no risk management, and inadequate systems and
policies in place to prevent money-laundering and the financing of terrorism and other
prohibited practices such as fraud and corruption and with inadequate scope to manage
E&S risks with a significant likelihood of potential negative impact on the entity’s ability
to undertake the project as designed.

26. If the entity is assessed to have high capacity to undertake the proposed
project/programme, and if the funding proposal assessment is also positive, the Secretariat
would recommend that the entity is able to undertake the proposed project/programme.

27. If the entity is assessed to have medium capacity to undertake the proposed
project/programme, and if the funding proposal assessment is positive, a discussion of potential
mitigating factors would be required (e.g. conditions during project implementation, requesting
a partnership with another entity) before the Secretariat may recommend the funding proposal
to the Board for its consideration.

28. If the entity is assessed to have low capacity to undertake the proposed
project/programme, the Secretariat will not recommend the funding proposal, and the entity
would need to address gaps identified prior to further consideration of the funding proposal
under PSAA. NDAs may request support for such entities under the Readiness and Preparatory
Support Programme to address gaps identified.

4.3  Proposal approval

29. Funding proposals recommended by the Secretariat under this approach shall be
submitted to the Board for consideration during its regular meetings.

4.4 Legal arrangements and post approval

30. The entity or entities submitting a funding proposal to GCF under this approach will be
subject to the same responsibilities with respect to project/programme implementation as an
AE were it to submit the same funding proposal under the normal GCF funding modalities, and
such responsibilities will, during Stage II, be codified in legal arrangements similar to the
template accreditation master agreement (AMA)? and funded activity agreements (FAA) as may
be relevant to the approved project/programme.

31. The legal arrangements for PSAA projects/programmes are likely to be more complex
than the AMA and FAA. They will, typically, consist of a single agreement that is a hybrid of the
AMA and FAA, and that will need to take into account the fact that the institutional assessment
was undertaken in the context of the overall assessment of the relevant project rather than as
per the current accreditation framework. As such, the PSAA legal arrangements will likely
contain provisions, principally in the form of representations and covenants, that are not
currently set out in the AMA or FAA.

9 Decision B.12/31.
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32. The development of legal arrangements for the PSAA modality will require additional

resources, including through the use of external consultancy firms, to ensure that it can be
implemented in a timely manner.

V. Fees for assessing the entity

33, The Policy on Fees for Accreditation to the GCF10 applies to entities under PSAA. Fees
are to be paid at the time the entity submits its application for assessment under PSAA.

VI. Entity fees for projects/programmes approved under project-
specific assessment approach

34. The Policy on Fees for Accredited Entities and Delivery Partners!! applies to entities
under PSAA.

VII. Monitoring and accountability

35. The initial monitoring and accountability framework for AEs!2 regarding project-level
monitoring and reporting will apply to entities under the PSAA with respect to
project/programme implementation, as applicable. Considering the context of the
project/programme, the legal agreement between GCF and the entity will also reflect the
relevant reporting requirements under the PSAA legal agreement, similar to such requirements
contained in the template AMA and FAAs with respect to project/programme implementation.

36. In line with decision B.10/06, paragraph (j), to advance the goal of GCF to promote the
paradigm shift towards low-emission and climate-resilient development pathways in the
context of sustainable development, entities with funding proposals approved within the scope
of PSAA will be required to report every year to the Board through the Secretariat the extent to
which the entity’s overall portfolio of activities beyond those funded by GCF has evolved in this
direction during the implementation period of the approved project.

37. The Secretariat will report to the Board on an annual basis on the operationalization and
implementation of the PSAA.

VIII. Review of project-specific assessment approach

38. A review of the pilot framework for the PSAA will take place after the initial three years
of operationalizing the PSAA.

IX. Additional considerations

39. Entities that have submitted a concept note that has been reviewed by the Secretariat
and determined to be satisfactory to then be developed into a funding proposal, and that have
been assessed to have high or medium capacity as per section 4.2 above, may request support
under the Project Preparation Facility.

10 Annex VI to decision B.08/04.
11 Annex VIII to decision B.19/09.
12 Decision B.11/10.
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Annex IV: Report on the review of the accreditation framework

The report on the review of the accreditation framework is contained below.
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particular issues around Stage | (completeness check) and Il (AMA negotiation), which are both managed by the
Secretariat. Whilst significantly less critical than the Board feedback, a substantial minority of NDA respondents also felt
that the process took longer than was reasonable (Figure 35).

Figure 34: Board - “To what extent do you agree that the length of time taken to complete the following
accreditation stages is reasonable?”
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Figure 35: NDA - ‘Yo what extent do you agree that the length of time taken to complete the following
accreditation stages is reasonable?”

The stakeholders whom we interviewed about the time taken to complete this process had mixed opinions about the
necessity for and implications of the length of the process. Some interviewees were fairly phlegmatic — and spoke about
the need for proportionality: the amounts of funding disbursed by the GCF are considerable and therefore it is reasonable
that time is taken to complete the process. Other interviewees were, however, clear that the pace has implications for the
overall success of the GCF. Several mentioned private sector in particular; due to the innovative nature of projects or the
fast operational pace of the entities concerned — there is often a high degree of obsolescence in the projects proposed,
and a lengthy or bureaucratic process has a significant impact.

The time actually spent by the Secretariat on review tasks at Stage | amounts to only 7% of the total amount of time taken
to reply to an entity. For the Accreditation Panel review (Stage I1.1), this statistic is 24%. If the review tasks could be done
immediately upon receipt of entity responses, the overall time for Stage | and 11.1 could be reduced by around 40% and
52% respectively, amounting to over 5 months. This would depend on resources being available to conduct the review
tasks immediately, which may be facilitated by the use of further external resource (see recommendations).
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4.1.3. Reasonableness of the resources required

AEs and pipeline

In our surveys, we also asked AEs and pipeline entities whether or not they agreed that the number of person-days taken
to complete the accreditation process was reasonable. Figure 36 shows that pipeline entities disagreed with regards to
the set-up of an OAS account (26%) and also to Stage | (57%). Accredited entities disagreed to a lesser extent, as can

be seen from Figure 37.%°

Figure 36: Accreditation pipeline entity responses regarding whether the number of person-days spent to

complete each of the accreditation stages was reasonable
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Figure 37: Accredited entity responses regarding whether the number of person-days spent to complete each
of the accreditation stages was reasonable

: -
4 2
3 I
Set up of an Online Accreditation Stage | Institutional assessment ~ Stage Il (Step 1) Accreditation ~ Stage Il (Step 2) Board decision-
System account and completeness check Panel review making

100%

80%

60%

40%

20%

0%

H Strongly agree  m Agree Disagree  m Strongly disagree

25 This analysis does not take into account any difference in opinion between prioritised and non-prioritised entities.
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4.2 Length and cost of the funding proposal process

The funding proposal process is similar to that of accreditation, following similar steps from receipt of a proposal to
disbursement of funding. The first stage is the submission of the funding proposal (on the basis of an approved concept
note), and a completeness check and technical review by the Secretariat. The second stage is divided into two steps, the
first being the independent review of the application by the Independent Technical Advisory Panel (ITAP), and the second
the Board review and decision. The third stage is the negotiation and signature of the Funded Activity Agreement (FAA).

Figure 38: funding proposal process

Caiinplsianzss EEA Funded Activit
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Stage | - Il — Secretariat and ITAP review

Data on the time spent on Stage | and Il is limited, and so it is not possible to carry out a detailed analysis of each stage
of the process. The feedback presented in Section 3 on the obstacles facing entities in preparing FPs, however, indicates
dissatisfaction with the length of time taken. We also asked accredited entities to compare the effort required to prepare
FPs for GCF as opposed to other funds / financers. 75% of respondents indicated that the GCF required more. The
reasons for this included:

e  The GCF’s procedural documentation requirements, including complicated templates;
e Lack of clear documentation, guidance, process or policies from the GCF;

e  External expertise is required to develop the proposal and access to PPF is restricted;
e  The up-front investment required by an entity is considerable and therefore expensive.

Stage Il — Negotiation and signature of Funded Activity Agreement (27 FAAs)

As at 15 March 2018, of the 77 approved funding proposals, only 27 FAAs have been signed, in an average of 140 days.
As can be seen from Figure 38 above, public sector entities take substantially longer to complete each stage, although
only 6 FAAs for private sector entities have been signed so far, 3 of which are with the same accredited entity.

4.3 Factors influencing the time and resources taken for accreditation
and funding proposal process — structures, roles and responsibilities

There are a number of factors influencing how long, and how labour intensive, the accreditation and funding proposal
processes are. We have divided these into two sections: Section 4.3 relating to the structure of the processes and the
individual roles and tasks undertaken and Section 4.4 relating to the tools supporting the process.

4.3.1. Duplication of tasks

Within the accreditation process

We noted from our interviews and survey responses a strong feeling that there is duplication of work at both accreditation
and funding proposal stage, both for the reviewers and reviewees. 44% of AEs stated that they agreed or strongly agreed
that there were duplications in the accreditation process and 25% of entities in the pipeline felt the same way. For pipeline
entities, this opinion was strongest at Stage Il (38% of respondents). The sense from respondents was that this duplication
reflected redundancies in the process and therefore potential for efficiency gains. By way of illustration, at Stage | the
Secretariat (supported by external consultants) conducts a ‘completeness’ check, verifying that all questions in the
application have been answered and documents provided. This is then handed over to the Accreditation Panel for a
quality review of these responses / documents against the relevant Standards. Both actors in this process indicate that
the delineation between ‘checking completeness’ and ‘reviewing quality’ is somewhat blurred.
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Between the accreditation and funding proposal process

Several actors also feel that there is duplication between the accreditation and project proposal process, with 42% of AEs
who responded to the survey agreeing that there is a degree of overlap, over half of whom felt that this duplication was
significant. Areas of particular note were the double review of internal controls, such as procurement processes, or the
overlap of the discussion of legal terms in the Funded Activity Agreements and Accreditation Master Agreements. Several
comments were made that the Secretariat staff at the funding proposal stage are not aware of the accreditation process,
and the information that has been requested, reviewed and discussed therein. We know that the GCF Secretariat are in
the process of undergoing a review of the second level due diligence, which aims in part to tackle some of these issues.

4.3.2. GCF expertise

Secretariat

Overall, there was a very strong endorsement from NDAs and accredited and pipeline entities of the expertise of the
Secretariat, as can be seen from Figures 39 - 41. One potential area for strengthening appears to be the GCF’s
knowledge of specific industries or sectors, although the survey results did not elaborate on a particular area of weakness.
An outlier from the general consensus were the Active Observers, who expressed strong disagreement that there was
adequate expertise in ESS and Gender Standards.

A number of Accreditation Panel members expressed the opinion that, whilst they were generally satisfied that the skills
of the Secretariat were sufficient, there had been examples of variable quality in the outputs received at the close of Stage
l.

Figure 39: Entities in the pipeline views of the sufficiency of GCF Secretariat staff expertise to enable a robust
accreditation assessment
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Figure 40: Accredited entities views of the sufficiency of GCF Secretariat staff expertise to enable a robust
accreditation assessment
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Figure 41: NDA views of the sufficiency of GCF Secretariat staff expertise to enable a robust accreditation
assessment
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Accreditation Panel

We noted a similar endorsement of the AP’s expertise, with only 8% of survey respondents (across Board, NDAs and
Active Observers) indicating that their skills were not sufficient. There were some views raised that some of the tasks
carried out by the AP (input of data into the OAS system, for example) did not represent good value for money, given their
level of experience, expertise and cost to the GCF.

4.3.3. Bottlenecks in the accreditation process

There is a level of concern at the speed with which the large pipeline of entities is passing through the accreditation
process, particularly given concerns over the lack of funding proposals. Notwithstanding the issues discussed in Section
2 around the selection and suitability of entities who enter the process, it is notable that no entities were proposed to the
Board for approval in B.19. This was also the case in B.16. From discussions, it is apparent that a shortage of resources
to carry out the accreditation process - both at Secretariat and Accreditation Panel level — has been a key cause of this
backlog. We understand that, although the Secretariat has had one open position on accreditation, limited availability of
suitable candidates has meant that additional capacity has not been unlocked. For various reasons, including a lack of
Board approval, the AP was not functional from 17 October 2017 to 29 February 2018.

We asked accredited and pipeline entities about the responsiveness of the Secretariat during the accreditation process
and 20% of AEs and 31% of pipeline entities felt that it had not been sufficient.

It is our opinion that the capacity issues that have significantly impacted the progress of entities through accreditation
should now ease — a new AP is now operational and, although there will be an inevitable period of embedding, this is
being approached proactively, with face-to-face meetings planned between the members. The Secretariat has filled their
vacant position and has a full complement of staff within its accreditation department. An FTE of 220 days would, if solely
dedicated to the review of accreditation applications, be able to review approximately 30 additional Stage | applications
per year.

4.3.4. Clarity of instructions and consistency of responses from GCF

We noted above that an average of three rounds of clarifications were required between the GCF and entities as they
were progressing through Stage | of the process. In our surveys, we asked accredited and pipeline entities their views on
the clarity and consistency of guidance received from GCF (via the website and through direct contact). The results are
informative: 53% of AEs and 34% of applicants who responded indicated that GCF had not been clear and/or consistent.
In addition, and as Figure 42 shows, the issues around clarity also refer to the guidance available indirectly, via the GCF
website.
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