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FOREWORD

The Simplified Approval Process (SAP) is a vital component of the Green Climate Fund
(GCF) as it seeks to accelerate access to climate finance for developing countries,
particularly those who need to take urgent climate action, such as Small Island
Developing States, Least Developed Countries, and African States. First approved

on a pilot basis at the 18th Meeting of the GCF Board (October 2017), the SAP was
subsequently updated and mainstreamed as a GCF access modality at the 32nd Board
Meeting (May 2022).

The recently approved and updated SAP policy includes several measures to further
simplify, accelerate and facilitate access to GCF financing, especially for Direct Access
Entities. This set of measures intends to create an ecosystem of simplifications that
span from the preparation and review stages of SAP funding proposals to the
post-approval stage in order to expedite the inception of approved projects and
streamline disbursement procedures.

The SAP programming guidelines aim to deliver clarity on this updated simplified
process, making it easier for all stakeholders and accredited entities to navigate the
procedures, understand the requirements, and meet the GCF standards. We hope this
guide will be an invaluable tool, enabling you to deliver impactful projects quicker,
easier, and more effectively.

We understand the importance of evolving and adapting to better serve your needs,
and as such, this publication is intended to be updated and improved upon over time.
Your comments and feedback are always welcomed.

In closing, | would like to express my deepest gratitude to all stakeholders and
accredited entities for your tireless efforts in promoting climate resilience and
low-emission development. Our journey to a sustainable and resilient future continues,
and we look forward to traversing this path together, guided by this new SAP Guideline.

Henry Gonzalez
Executive Director a.i
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Vil

GLOSSARY OF KEY TERMS

Accredited Entity (AE): AEs are institutions or
organisations that are accredited by the GCF through
the accreditation process. Only AEs can submit a funding
proposal to the GCF. The AEs develop and submit
funding proposals for appraisal and approval by the

GCF and oversee and monitor the management and
implementation of projects and programmes approved
and financed by the GCF. There are two types of
accreditation modalities: direct access and international
access modalities. For further information, please refer to
the definition of direct access entities and international
accredited entities.

Concept note (CN): A document submitted to the
Secretariat by AEs or NDAs/focal points that provides
basic information on an intended project or programme
to seek feedback on whether the concept is aligned with
GCF investment criteria and policies.

Direct access entity (DAE): DAEs are entities
accredited under the direct access modality, including
subnational, national or regional entities, that have
obtained a nomination from NDAs/focal points.

They may include ministries or government agencies,
development banks, climate funds, commercial banks
or other financial institutions, private foundations and
nongovernmental organisations.

Environmental and social safeguards (ESS) standards:

A set of standards that specifies the desired outcomes
and the specific requirements to achieve those outcomes
through means that are appropriate to the nature and
scale of the activity and commensurate with the level

of environmental and social risks and/or impacts. Each
AE is required to have a set of ESS standards that are
equivalent to the GCF ESS standards within the scope

of its accreditation and to apply those standards in GCF
funded projects.

Environmental and Social Policy (ESP): A GCF policy,
adopted by the Board in decision B.19/10, which sets out
the ESS requirements applicable in the preparation and
implementation of all GCF funded projects. The policy
articulates the commitments of the GCF to sustainable
development, elaborates how the GCF integrates
environmental and social issues into its processes and
activities, and sets out the roles and responsibilities of
AEs, executing entities (EEs) and other parties involved in
project implementation in respect to ESS.

Funding proposal (FP): The set of documents prepared
using GCF standard templates that is submitted to the
GCF by the AEs to formally request funding for a project.

GCF-2: GCF-2 refers to the second replenishment cycle
of the Green Climate Fund (GCF), which was officially
launched during the 33rd meeting of the GCF Board in
July 2022. The GCF-2 replenishment process consists
of a series of organisational and consultation sessions
aimed at mobilising financial resources to further
strengthen the GCF's ability to urgently respond to the
climate crisis and empower climate action in developing
countries during the period of 2024-2027.

International accredited entities (IAEs): IAEs are AEs that
are accredited under the international access modality
track. IAEs operate across multiple regions and countries,
and include bilateral development agencies, multilateral
development banks, United Nations organisations,
intergovernmental organisations and private sector
financial institutions.

Investment criteria (IC): Six criteria adopted by

the Board in decision B.07/06 that all GCF funding
proposals must meet in order to receive GCF funding.
The criteria include coverage areas, activity-specific
sub-criteria and indicative assessment factors further
detailed by the Board.
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GLOSSARY OF KEY TERMS

National designated authority (NDA) or focal point:

An authority designated by a developing country party to
the UNFCCC pursuant to paragraph 46 of the Governing
Instrument for GCF that serves as the interface between
each country and the GCF. The NDA/focal point plays a
key role throughout the project cycle in ensuring country
ownership and a country-driven approach, which are
core principles of the GCF business model. NDAs and
focal points are listed on the GCF website.

Readiness and Preparatory Support Programme
(Readiness): The Readiness and Preparatory Support
Programme (Readiness Programme) focuses on
preparing country stakeholders to be successful

and impactful in their engagement with the GCF.

This planning arm of the GCF funding support goes
beyond helping countries and organisations to take
their first steps in working with the GCF. It continues
capacity-building throughout the lifecycle of their
engagement with the GCF. The Readiness Programme
provides resources for strengthening the institutional
capacities of NDAs or focal points and DAEs to efficiently
engage with the GCF, including the development of
concept notes, pipeline metrics and indicators.

Results areas: The GCF funds projects that fall under
eight of its results areas divided into two categories:
mitigation and adaptation (four results areas for
mitigation and four for adaptation), as approved by the
Board decision B.07/04.
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LIST OF ACRONYMS

ACRONYM TERM

AE Accredited Entity

AF Adaptation Fund

APR Annual Performance Review

DAE Direct Access Entity

FAA Funding Activity Agreement

FSM The Federated States of Micronesia
GCF Green Climate Fund

GEF Global Environment Facility

IEU Independent Evaluation Unit

ITAP Independent Technical Assessment Panel
LDC Least Developed Country

NAP National Adaptation Plan

NDA National Designated Authority

NDC Nationally Determined Contributions
PAP Project Approval Process

PPF Project Preparation Facility

PPP Public-Private Partnerships

PSAA Project-Specific Assessment Approach
SAP Simplified Approval process

SIDS Small Island Developing States

SMEs Small and Medium Enterprises

UNDP United Nations Development Programme
usb United States Dollars
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OVERVIEW

The Green Climate Fund (GCF) is an institution with a mandate to support developing
countries in raising and realising their Nationally Determined Contributions (NDC)
ambitions towards low-emissions and climate-resilient pathways. The GCF has been
building a large portfolio of transformative, paradigm-shifting projects to deliver these
ambitions. To enhance access to climate finance, the Board of the GCF has adopted
the Simplified Approval Process (SAP) to simplify and streamline the approval of
low-risk, small-scale projects. This new approach can reduce the time and effort
required for project developers to go from project conception to implementation.

The Independent Evaluation Unit (IEU) Rapid Assessment of the SAP recommended
the development of SAP programming guidance to assist project developers, National
Designated Authorities (NDAs) or focal points, and Accredited Entities (AEs) to identify
interventions that could be supported through the SAP. It recommended showcasing
(1) innovative financing approaches and implementation modalities; (2) clarifying what
scaling up means in the context of the SAP; (3) identifying further opportunities to
unlock private sector finance; and (4) promoting the use of the SAP, especially in small
island developing States (SIDS), least developed countries (LDCs) and African States, to
address urgent climate change needs.

Hence, this guideline answers this mandate by guiding GCF stakeholders and project
developers aiming to undertake low-risk and small-scale mitigation or adaptation
projects. It offers guidance on using this streamlined process to secure climate finance
efficiently and highlights the value proposition of the SAP by explaining how the SAP
can be used flexibly and innovatively to meet different financing goals.

This SAP Programming Guide sits alongside other important GCF documentation
designed to help readers to understand the GCF's overall objectives, policies, and
various toolkits to support the preparation of successful funding proposals. Thus, this
SAP Programming Guide is guided by the GCF Investment Framework, which sets out
the Investment Criteria and impact aspirations for the Fund. Once a project developer
has identified that the SAP is the most appropriate funding modality for their project
with the support of this Guide, other SAP proposal preparation-specific resources are
available, which contain further details on the exact steps to complete a SAP project or
programme submission.

FIGURE1. KEY DOCUMENTS AND POLICIES RELATED TO SAP PROGRAMMING

GCF POLICY

GCF Investment Framework: translates the Fund's overall objectives into clear guidelines for investment decisions. The framework is
composed of policies, strategies, targets, and criteria to inform the design, assessment, and approval of funding decisions within the GCF.
More details available at: https://www.greenclimate.fund/projects/investment-framework

GCF PROGRAMMING REFERENCES

GCF Programming Manual: An introduction to the Green Climate Fund project cycle and project development tools for full-size projects.
Avaliable at: https://www.greenclimate.fund/document/programming-manual
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OVERVIEW

KEY SAP REFERENCES

o SAPProgramming Guidance

o Simplified Approval Process (SAP) funding proposal preparation guidelines: A practical manual for the preparation of SAP proposals
Available at: https://www.greenclimate.fund/document/simplified-approval-process-sap-funding-proposal-preparation-guidelines-
practical-manual

o SAP appraisal tool: Toolkit to guide the appraisal of concept notes and funding proposals submitted under the SAP. Available at:
https://www.greenclimate.fund/sites/default/files/document/20221124-sap-review-toolkit.pdf

o SAPtechnical guidelines: Thematic technical guidelines designed to help NDAs and AEs in writing and submitting their projects under
the SAP specific to each sector.
Available at: https://www.greenclimate.fund/projects/sap/resources

o SAPe-learning: course on the SAP to provide detailed information on the key elements required for SAP Funding Proposals in
multiple languages
Further details available at: https://ilearn.greenclimate.fund/thematicarea/category?id=2

This guide is structured around five main sections (see Figure 2). The first section
explains the SAP in detail including the eligibility criteria, how to apply, and how the
SAP compares to other funding mechanisms available to climate project developers.
Section 2 explains how the SAP can unlock support for urgent climate needs, especially
in SIDS, LDCs and African States, and provides examples of projects which would be
eligible for the SAP. Section 3 explains how the SAP can be used to leverage impact and
support scaling up efforts. Section 4 outlines the benefits of using the SAP particularly
for private sector organisations and Direct Access Entities (DAEs) but also for other
types of organisations such as civil society organisations and the public sector to
mobilise projects. Section 5 highlights the flexibility of the SAP and showcases different
funding mechanisms and innovative funding structures which could be used across
SAP projects. Section 6 provides an overview assessment of whether the SAP is for you,
with links to relevant documents. Overall, the aim is to build understanding of the many
options available to tap into SAP support to unlock climate finance for multiple uses by
a large range of partners.

FIGURE 2. OVERVIEW OF THIS GUIDE

Provides the reader with an introduction to the SAP, including key requirements and examples of SAP-able
projects

SECTION 1

Showcases how the SAP can be used to address urgent climate change needs especially in SIDS, LDCs, and

gl African States

Demonstrates how the SAP can be used to drive impact at scale, including how to scale up previously

SECTION 3 successful projects or use the SAP as an enabler or to pilot projects for upscaling

SECTION 4 Explains how different actors, specially the private sector, can use the SAP to fund their projects

Showcases the flexibility of the SAP by illustrating a range of funding mechanisms available to

SECTION 5 .
project developers

A one-stop overview covering best practice project design considerations and an assessment to help you

Sdellleh 5 determine whether the suitability of the SAP for your project
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THE SAP EXPLAINED

The SAP — Simplified Approval Process — is a modality the GCF applies to streamline
the approval of projects, compared to the regular GCF Project Approval Process, or
PAP. The PAP is more complex because higher levels of risk and/or larger financial
contributions require additional safeguards. Recognising the urgent need for quicker
approval and easier application requirements for low-risk projects, the GCF Board
introduced the SAP. This mechanism simplifies the application process by reducing the
necessary documentation and streamlining the approval and post-approval processes.

Table 1 outlines the main steps involved in the SAP, and for a more comprehensive
understanding, please refer to the SAP Funding Proposal Preparation Guidelines.
The SAP is constantly being reviewed to simplify the process for project developers,
so always refer to the latest guidance and forms using the website: https://www.

greenclimate.fund/projects/sap.

The SAP is well positioned to provide climate finance to Direct Access Entities, and
project developers in LDCs, SIDs, and African States. Its efficient processes support
executing "quick-win" projects, enabling the pursuit of lower-value, lower-risk
programmes that might otherwise be overlooked due to long approval processes and
high transaction costs. SAP proposals can leverage previous projects that identified
effective climate change mitigation/adaptation technologies and solutions. Project
developers can use the technical studies, evaluation reports and stakeholders’
consultations already performed during the implementation of these previous
interventions to substitute the pre-feasibility studies needed for a SAP funding

proposal submission.

TABLE1. COMPARISON OF PAP VS. SAP

STAGES SIMPLIFIED APPROVAL PROCESS PROPOSAL APPROVAL PROCESS
Project Limited-size projects with minimal to no environmental and social All projects in terms of size and
preparation/ risks. environmental and social risks.
Eligibility

requirements

CN submission

Optional Simplified Concept Note submission, which includes ESS
Screening Checklist.

Optional Concept Note submission.

Project
development
support

SAP-specific guides and project templates for fast-tracking high-
demand activities.

FP submission

Simplified and shorter Funding Proposal template.

Only pre-feasibility studies are required. Submission of economic and
financial analysis is not mandatory unless specifically requested by
the Secretariat.

Complete Funding Proposal Package,
including full feasibility studies and
models.

Review and
approval

o Shortened Secretariat review, through a checklist-based review

tool, and endorsement.

+ Once endorsed by the Secretariat, FP is reviewed by a reduced

iTAP team.

+ Board consideration.

o Secretariat FP review, Secretariat

endorsement for TAP assessment.

» Once endorsed by the Secretariat,

FPis sent for the iTAP assessment.

o Board consideration.
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THE SAP EXPLAINED

STAGES SIMPLIFIED APPROVAL PROCESS PROPOSAL APPROVAL PROCESS
Post approval FAA « Expedited clearance of conditions when possible. + Fulfilment of internal approval and
execution and o Simplified Results-based monitoring and reporting requirements executing conditions. Detailed APR
disbursement and system to expedite the Annual Performance Review process and evaluations.

(APR) process.

IS MY PROJECT SAP-ABLE?

In order to qualify for SAP funding, there are two specific criteria which a project or
programme should meet. These are both mandatory requirements.

1. The funding request to the GCF should not exceed USD 25 million. However, there
is no upper limit in terms of the project’s total value — only the value of the
requested GCF funding. Projects should be able to clearly articulate the added value
of the requested GCF financing and showcase that developers have explored
co-financing mechanisms from both public and private sources. Table 2 provides
some examples that determine whether a project fits the SAP funding requirement.

2. The project activities must have minimal or no adverse environmental and/or
social risks and/or impacts. According to GCF standards, this is also known as
environmental and social risk categorisation C or Intermediation-3 (see the GCF
Environmental and Social Policy for further details).

The GCF requires activities to be classified under the appropriate environmental and
social risk framework of the GCF. There are three risk categories for activities and
projects, as follows:

o Category A. Activities with potential significant adverse environmental and/or
social risks and impacts that, individually or cumulatively, are diverse, irreversible,
or unprecedented;

o Category B. Activities with potential limited adverse environmental and/or social
risks and impacts that individually or cumulatively, are few, generally site-specific,
largely reversible, and readily addressed through mitigation measures; and

e Category C. Activities with minimal or no adverse environmental and/or social risks
and/or impacts.

— Examples of activities listed under category C risk, or low level of intermediation
include but are not limited to:

» Capacity development, advisory services, early warning and
monitoring systems;

» Household-level facilities within an already built-in area and no additional
footprint (harvest processing, rainwater harvesting, micro renewable, energy
efficiency systems, agroforestry, agrophotovoltaics, rooftop solar, climate
smart agriculture);

» Small scale rural and urban community-based projects such as village-level
rural water supply, rural energy, small scale infrastructure;

» Small scale community-based watershed and habitat rehabilitation, soil and
water conservation, community forest management activities.

It can be challenging to differentiate between Category B and C risk levels. Table 2
showcases some examples of the differences between the two risk types across
activity sectors.
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TABLE 2. SECTORAL EXAMPLES WITH DIFFERENT ESS RISK CATEGORISATIONS

NON-SAP-ABLE PROJECTS

SAP-ABLE PROJECTS

Sector examples

Category B

Activities with potential limited adverse environmental
and/or social risks and impacts that individually or
cumulatively, are few, generally site-specific, largely
reversible, and readily addressed through mitigation
measures.

Category C

Activities with minimal or no adverse
environmental and/or social risks
and/or impacts.

Agriculture

Irrigation schemes requiring resettlement of people

Increase in water availability and use
efficiency through water harvesting and
efficient irrigation interventions

Ecosystems and
Ecosystem services

Planting new invasive mangrove species for restoration

Restoration of degraded coastal
mangroves

Cities and Climate
Change

Construction of new houses

Proper waste management system set
up to allow for closed aerobic digestion
of organic waste

Forest and Land Use

Forest management practices generating discharges to water
flows

Sustainable natural resource
management of ecosystems

Indigenous
people’s
policy

As with all funding mechanisms, it is also mandatory for projects and programmes to
comply with GCF relevant policies. Some of the key ones are captured in Figure 3:

FIGURE 3. KEY POLICIES IMPORTANT FOR THE PREPARATION OF SAP PROJECTS

Anti-Money Laundering and
Countering the Financing of
Terrorism Policy

Gender
policy

Policy on Revised
prohibited Environmental
practices and Social Policy

There are other non-mandatory considerations for designing a successful SAP project,
which developers might want to consider later in this Guide. These include the

SAP’s inclination for projects that can be scaled up using SAP funding, meaning that
applicants can come to the GCF SAP with projects that have already been piloted
elsewhere and have proven successful. However, they require larger amounts of
funding in order to be deployed more widely (see Section 3 for more information on
scaling up). There is also a push for more integration and participation from private

sector entities (see Section 4) in GCF programming.
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THE SAP EXPLAINED

WHAT TYPE OF PROJECT ACTIVITIES ARE

SAP-ABLE?

The types of activities that the SAP can fund come in a multitude of sectors across both
mitigation and adaptation result areas under the GCF's Integrated Result Management
Framework. You can refer to the SAP Technical Guidance Compendium developed to
assist AEs and NDAs/focal points in developing concept notes and funding proposals
for the SAP. Sectors covered include (Figure 4):

FIGURE4. PROJECT EXAMPLES ACROSS SECTORS

ECOSYSTEMS AND
ECOSYSTEM
SERVICES

WATER
SECURITY

CITIES AND
CLIMATE
CHANGE

ENERGY
&L ) EFFICIENCY FOR

INDUSTRIES AND
APPLIANCES

~N\
,aQ FORESTRY AND
& LAND USE

AGRICULTURE
AND FOOD
SECURITY

RENEWABLE
ENERGY

@ TRANSPORT

The GCF supports implementing zero-deforestation agroforestry models in three southern
regions of Cote d'lvoire to reduce (GHG) emissions by decoupling deforestation from
cocoa production.

In Namibia, the SAP supports an Ecosystem-based Adaptation project as a cost-effective and
low-risk approach to building climate resilience across eight targeted landscapes. The project is
based on the premise that biodiversity and ecosystems provide valuable services that increase
the climate resilience of local communities.

In Mexico, GCF SAP investments will improve the adaptive capacity of two watersheds, catalyse
private and public finance, and promote coordination at the regional level, in addition to
supporting the design of a National River Restoration Strategy with a climate focus.

The SAP does not currently have approved projects under “Cities and Climate Change”. A
potential SAP-able project could be implementing a city's green infrastructure programme,
which includes installing solar panels on public buildings to reduce carbon emissions.

In Mongolia, the GCF provides loans to energy-efficient heating appliances and housing
products, with heating appliances certified to achieve at least a 20 per cent reduction in
energy usage.

In Armenia, the GCF is focusing on the forest-energy nexus by increasing and improving
governance and management of natural resources through forest concessions and improved
fuelwood management, timber production and non-timber forest products.

In the Federal States of Micronesia (FSM), the GCF focuses on increasing the resilience of FSM's
most vulnerable communities to climate change-induced food insecurity. Planned measures
under the SAP project include introducing sustainable agricultural practices and developing
climate-resilient agriculture value chains.

In southern Haiti, the GCF supports the development of 22 community-scale solar microgrids,
plus battery storage, in communities with no grid power. The project will provide affordable and
reliable 7/24 access to modern energy services. This will be accompanied by technical assistance
to build microgrid deployment and operation capacity.

The SAP does not currently have approved projects under “Transport". A potential SAP-able
project could be expanding an existing public transportation system, which includes procuring
low-emission buses and implementing a smart ticketing system to reduce traffic congestion,
improve air quality, and provide affordable and reliable transportation options for residents.
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HOW THE SAP CAN BE USED TO ADDRESS URGENT CLIMATE CHANGE NEEDS IN SIDS, LDCS AND AFRICAN STATES

Country priorities for reducing emissions and building climate resilience accommodate
many considerations. These include physical, social and economic factors which also
determine countries and their populations’ exposure, vulnerability, and capacity to
respond to climate impacts. Within this context, priorities for action are contained in
national strategies and plans such as Nationally Determined Contributions (NDCs) and
National Adaptation Plans (NAPs), and in subnational, city and local climate action plans.
In particular, SIDS, LDCs, and African States have high sensitivity and high exposure to
climate change impacts because of their proximity to tropical and arid zones; exposure
to extreme weather, drought, and rising seas; reliance upon rain-fed agriculture for
food; lower level of economic development; quality of governance; and low capacity
to recover when disaster strikes.

For many SIDS, LDCs, and African States, climate change impacts represent immediate
and catastrophic threats to life and physical assets: drought leads to water scarcity,
crop failures, death of livestock, lost incomes, and, eventually, deadly famines.
Intensifying storms and monsoon rainfall bring life-threatening floods, storm surges,
salt-water intrusion, crop losses, food shortages, decimated physical assets, and may
lead to unrecoverable damages.

Because SAP speeds up and simplifies access to GCF resources, it can be a powerful
tool for public and private actors, especially in these countries (and beyond), to
expeditiously access up to USD 25 million to address urgent climate needs. Optimising
its flexibility, Aes, NDAs, and other public/private and community stakeholders are
encouraged to consider how the SAP could catalyse transformative, high-impact
investments in partnership with other complementary actors and resources.

This section provides an overview of how the SAP can be tailored for a range of projects
that are especially aligned with the GCF's long-term strategic vision.

HOW THE SAP CAN UNLOCK EFFORTS TO
IMPLEMENT NAPS AND OTHER NATIONAL
CLIMATE PLANS

Developing NAPs requires governments to conduct country-driven, gender-sensitive,
participatory consultations with diverse stakeholders, to collect information about
adaptation needs and to explore and prioritise potential solutions. The GCF provides
up to USD 3 million per country to support NAPs and other national, sectoral and
subnational adaptation planning processes (see https://www.greenclimate.fund/
readiness/naps for more information). To date, many countries have taken up the
grant, and while NAPs and many local adaptation plans have been instrumental in
identifying urgent needs, few take the additional step of proposing concrete solutions
or ideas/concepts that translate these into pipelines of bankable projects.

If a NAP identifies clear and actionable project ideas to adapt to or build resilience
against climate impacts, the SAP funding window can be used to implement
identified projects. Any documentation and research prepared to support NAPs,
such as environmental, economic or technical feasibility studies, gender or other
vulnerability assessments, project ideas, and concepts, may be submitted to support
SAP project applications.

How to proceed if a country's NAP lacks specific project ideas, requires updates,
or is incomplete? Ideas and concepts for action backed by high-quality information
allow potential implementers to estimate costs to design, build and maintain solutions,
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measure their performance, and manage risks aligned with NAPs. NAPs may not have
produced pipelines for different reasons. If a NAP contains no ideas for concrete,
bankable projects or pipelines, two options are available to develop these:

e In addition to GCF NAP funding, NDAs can access up to USD 1 million of
GCF readiness support annually. This can be used to strengthen NAPs and
support “paradigm-shifting” evidence-based ideas and pipelines that respond
to needs identified in NAPs. Readiness support may also be used to prioritise
projects/concepts and support processes, such as cost-benefit analyses and
stakeholder consultations, that test and improve the feasibility of proposed
solutions. Such outputs help to prove cost-effectiveness and build awareness about
available solutions.

e If a NAP requires updating to respond to an emerging threat, better information
or the availability of new solutions, the SAP can secure resources to update that
specific part of the NAP and immediately implement a corresponding solution.
Because of its speed and flexibility, the SAP is an ideal vehicle to support pilots
designed to test approaches. While the SAP is not explicitly designed to support
policies and plans, pairing activities such as studies to assess feasibility or costs,
design concepts, or conduct consultative processes with concrete implementation
is one way to improve NAPs and immediately test results.

WHAT ARE SOME EXAMPLES OF "QUICK
WIN" SAP PROJECTS?

The GCF is mandated to invest 50 per cent of its resources to mitigation and 50 per
cent to adaptation in grant equivalent. At least half of adaptation resources must
be invested in SIDS, LDCs, and African States. The GCF programming strategy aims
to leverage synergies and minimise potential trade-offs between adaptation and
mitigation to increase the overall scale of climate action and impact achieved.

Policy makers frequently use the term "quick win" to denote projects that, when rapidly
executed, could significantly enhance outcomes and pave the way for transformative
change. Given that SAP streamlines the allocation of resources, it is uniquely positioned
to capitalize on readily available or “low hanging” opportunities that are mature and
primed for implementation.

What is the methodology for countries and project proponents to identify potential
"quick wins"? The optimal strategy involves identifying projects that tackle shared
needs and enable speedy execution of solutions. Quick-win projects can be discerned
using multiple perspectives, as illustrated in Figure 5. These perspectives include
sectoral alignment, technological innovation, and geographic coverage. Adopting

a comprehensive approach in identifying quick-win projects allows countries and
project proponents to harness the capabilities of SAP, facilitating the swift execution of
solutions and paving the way for transformative change.

FIGURE 5. SAP PROJECTS CAN FIND QUICK WINS FROM DIFFERENT ANGLES

EV Sectoral needs

) : : PROJECT @ :
Technology and innovation QUICK WINS Geographic coverage
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Sectoral options: From the sectoral perspective, project proponents should target
sectors and activities that naturally align with the SAP-ability criteria. These are areas
that not only fulfil the low-risk category prerequisite but also exhibit a clear potential
for innovative and transformational change. Certain sectors may also share common
needs across groups of countries, such as SIDS, LDCs, and African States, which could
easily be addressed through SAP-funded programmes. For example, sectors which may
have high potentials for achieving multiple co-benefits, such as reducing greenhouse
gas emissions, improving energy access, enhancing food security, promoting public
health, and protecting biodiversity and ecosystem services.

BOX 1. TACKLING FOOD SECURITY

Most LDCs, African States, and many SIDS have identified the need to improve
food security threats caused by droughts, floods, higher temperatures,
precipitation changes etc. The nexus between water, energy, agriculture, and
their impact on food security means that actions to improve any one of the three
can trigger opportunities for transformation in the others. Projects which harness
clean energy to support improved water management as part of deploying
climate-smart agriculture practices, technologies, and partnerships may be a
good opportunity for SAP funding.

CASE STUDY

PROJECT SAP017 CLIMATE PROOFING FOOD PRODUCTION INVESTMENTS IN IMBO
NAME AND MOSO BASINS IN THE REPUBLIC OF BURUNDI

Project The project’s main objective is to build farmers' resilience to climate change in the
description upper, middle, and lower Imbo and Moso catchments and to increase agricultural
productivity and food security through the adoption of better agroecosystem
management practices to conserve soil and water resources. The project will reach
573,540 beneficiaries through inter-linked components.

Objective Increase the resilience to climate change of the livelihoods and improve food and
water security of communities in selected watersheds and basins.

Outcomes « Strengthened institutional and regulatory systems for climate responsive planning
and development.

« Strengthened awareness of climate threats and risk-reduction processes.

Outputs Component 1 Objective: improvement of soil and water management through
the adoption of best practices in agroecosystem management by land users.

o QOutput 1.1: Increased adoption of sustainable soil and water management
practices.

¢ Output 1.2: Increased on-farm rainwater harvesting at household level.

» QOutput 1.3: Increased incentives for the development of “green” Micro, Small and
Medium Enterprises that spur water and soil conservation action.

Component 2 Objective: capacity building of actors at all levels on best
agroecosystem management practices for enhanced soil and water conservation.

» Qutput 2.1: Building capacity of actors in improved agroecosystem management
for enhanced soil and water conservation.

» Qutput 2.2: Establishment and operationalisation of farmer field schools.

Component 3 Objective: development of an enabling environment for water and
soil conservation.

» Output 3.1: Enabling policy and legislative framework for soil and water
conservation established.
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PROJECT SAP017 CLIMATE PROOFING FOOD PRODUCTION INVESTMENTS IN IMBO
NAME AND MOSO BASINS IN THE REPUBLIC OF BURUNDI

Result Ecosystem services; health, food and water security; infrastructure and built
areas environment; livelihoods of people and communities

Financial Grant

instrument

Geographic options: Projects may also be considered "quick wins” if geography is

a determining factor of a need shared across countries or locations. For example, a
successful renewable energy project in one country or region could be replicated in
neighbouring countries or regions with similar resource availability and energy needs,
using the SAP to finance and support the implementation process. Additionally, project
proponents could identify common challenges or opportunities across different
geographic locations and join forces to address them collectively, leveraging the SAP
to support joint implementation efforts. This approach could be particularly effective
for SIDS, LDCs, and African States that face similar challenges due to their geographical
locations or resource availability. By sharing best practices and working collaboratively,
countries and regions can achieve greater impact and transformational change
through the SAP.

BOX 2. ACHIEVING SCALE BY REPLICATING SUCCESSFUL SAP PROJECTS ACROSS
COMPARABLE GEOGRAPHIES

For example, a project piloted successfully in one SIDS or within a region of SIDS
could be expanded to several or all SIDS in that region using the SAP, achieving
both scale and transformational change. To amplify impact even further, such

a project could also then be scaled up regionally using feasibility studies,
assessments and lessons from the SAP to access further funding via the PAP

(see case study example).

CASE STUDY

PROJECT NAME SAP020 CLIMATE RESILIENT FOOD SECURITY FOR FARMING
HOUSEHOLDS ACROSS THE FEDERATED STATES OF MICRONESIA (FSM).

Project The Federated States of Micronesia (FSM) is one of the most highly
description vulnerable Pacific SIDs. Projected climate hazards severely threaten FSM
communities’ food security — primarily because of crop loss, degraded arable
land, price/supply shocks, and forced migration of outlying communities.
The project comprehensively focuses national efforts on increasing

resilience by introducing sustainable agricultural practices and developing
climate-resilient agriculture value chains.

Objective o Component 1 Objective: Establish an enabling environment for adaptive
action and investment.

o Component 2 Objective: Enhance the food security of vulnerable
households by introducing climate-smart agriculture practices.

o Component 3 Objective: Strengthened climate-resilient value-chains and
market linkages across the agriculture sector.
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PROJECT NAME SAP020 CLIMATE RESILIENT FOOD SECURITY FOR FARMING
HOUSEHOLDS ACROSS THE FEDERATED STATES OF MICRONESIA (FSM).

Outcomes » Strengthened institutional and requlatory systems for climate-responsive
planning and development.

¢ Increased generation and use of climate information in decision-making.
« Strengthened adaptive capacity and reduced exposure to climate risks.

« Strengthened awareness of climate threats and risk-reduction processes.

Outputs » Output 1.1 Institutional coordination mechanism established.
o Output 1.2 Targeted climate change assessments conducted.

o Output 1.3 Climate change integrated into National and State
policy-making and planning, particularly in the agriculture sector.

» Output 1.4 Develop network of State-level farmer associations across FSM.

o Output 1.5 Develop and disseminate tailored communications materials
leveraging existing climate information streams to support CSA
interventions.

» Qutput 2.1 Promote and establish traditional and climate resilient
agroforestry systems appropriate for different island systems and
customised to the climate conditions being faced (linked to findings from
Component 1 and the Climate Adaptive Agriculture and Resilience (CAAR)
project).

o Qutput 2.2 Build the capacity of FSM households and support channels
to utilise climate adaptive farming techniques and effective household
nutrition, including women-headed households.

» Output 2.3 Development of reserve capacity for overcoming periods of
climate disruption.

» Output 3.1 Support for the development of new markets and opportunities
to increase the availability and affordability of local food.

» Output 3.2 Enhanced food processing and preservation.

o Output 3.3 Increased consumption of local produce and awareness of
benefits of local food.

Result areas Health, food and water security; livelihoods of people and communities
Financial Grant
instrument

Technology options: Falling costs, increased transmission speeds, better image
resolution, big data capabilities and machine learning are all elements that can increase
access to more effective adaptation and mitigation approaches. Successes can often
be easily replicated, and the low environmental and social risk profile of many digital
technologies may represent excellent SAP funding opportunities.

For technology-focused projects, it is important to establish how the results and
benefits of the new or improved technology will continue to have impact beyond
the project/programme period. A project exit strategy, including maintenance of
investments, will be necessary to ensure sustainability and long-term ownership.
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BOX 3. THE TRANSFORMATIVE POTENTIAL OF IMPROVED WEATHER
INFORMATION SERVICES

Between 1970 and 2019, 79 per cent of disasters worldwide were caused by
weather, water, and climate-related hazards. These disasters accounted for
56 per cent of deaths and 75 per cent of reported economic losses associated
with natural hazard events. The situation is particularly acute in SIDS and
LDCs. Paradigm shifting outcomes can be achieved by scaling up investment
in impact-based multi-hazard early warning systems linked to fit-for-purpose
climate information services to support well-informed, science-based
decision-making by authorities and citizens.

CASE STUDY

PROJECT NAME SAP022 ENHANCING MULTI-HAZARD EARLY WARNING SYSTEM TO
INCREASE RESILIENCE OF UZBEKISTAN COMMUNITIES TO CLIMATE
CHANGE INDUCED HAZARDS.

Project Increased rainfall resulting from climate change impacts means that
description Uzbekistan is highly vulnerable to floods and mudslides. The most severe
damage occurs in flood-prone eastern provinces, particularly Andijan and
Ferghana. This project will modernise Uzbekistan's early warning system
to become an impact-based Multi-Hazard Early Warning System (MHEWS),
set to become an essential part of the country’s climate risk management
framework. Ultimately, this will improve monitoring networks and risk
information, providing a significantly longer lead in time to respond to
disasters.

Objective To enhance the efficiency and coverage of multi-hazard early warning system
for climate change induced hazards in Uzbekistan in view of the projected
climate change impacts.

Outcomes o Outcome 1: Uzbekistan has strengthened institutional and regulatory
systems for climate-responsive planning and development.

o QOutcome 2: Uzbekistan's institutions increased the generation and use of
climate information in decision-making.

o QOutcome 3: Uzbekistan communities and mahallas have access to
improved information on the timing and impact of climate-induced
hazards, strengthened adaptive capacity, and reduced exposure to
climate risks.

Outputs o Output 1: Upgraded hydro-meteorological observation network, modelling
and forecasting capacities.

o QOutput 2: A functional impact-based MHEWS is established based
on innovative impact modelling, risk analysis, effective regional
communication and community awareness.

o QOutput 3: Strengthened climate services and disaster communication to

end users.
Result areas Livelihoods of people and communities
Financial Grant

instrument
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It has become commonplace to describe the need to vastly increase either the level

of climate action or investment needed as “scaling-up”. The previous B.18 SAP policy
stated that SAP projects must meet three eligibility criteria, as projects were required

to be ready for scaling up and having the potential for transformation, promoting

a paradigm shift to low emission and climate-resilient development. Though this
eligibility requirement was removed at B.32 the GCF Secretariat continues to
encourage partners to consider the potential of GCF funding proposals — including
SAP proposals — to deliver game-changing outcomes. Fostering transformative

impact underpins the GCF's Investment Criteria (see Figure 6), which sets interlinked
performance goals to optimise allocation and project design decisions. When planning
projects and programmes, AEs and DAEs are encouraged to consider how GCF funds
might leverage either the outputs and outcomes of existing projects inside and outside
the GCF pipeline, or seek to leverage complementary sources and modalities of finance
and technical assistance, to optimise the volume of investment and impact of projects
and programmes.

FIGURE 6. GCF INVESTMENT CRITERIA
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WHAT IS SCALING-UP IN THE CONTEXT
OF THE SAP?

According to the Intergovernmental Panel on Climate Change, emissions must peak
by 2025 and then fall quickly to maintain any hope of keeping 1.52 C alive.? In 2022
the United Nations Environment Programme estimated a USD 4.1 trillion shortfall

in the level of investment needed to realise this goal.? “Scaling-up” describes the
urgent action required by almost all countries to invest in new climate actions at
levels commensurate with global and national temperature, climate resilience, and
sustainable development goals. Making up the shortfall is especially challenging for
SIDS, LDCs, and African States and populations which face high levels of poverty and
indebtedness and high exposure to worsening climate impacts (see Section 2).

To support SIDS, LDCs, and African States to achieve greater impact and scale, the GCF
seeks opportunities to complement activities already developed and implemented

by other institutions such as the Global Environment Facility, the Adaptation Fund

and the Climate Investment Funds. It has also prioritised support for long-term
country-driven planning and partnership with national designated authorities

(NDAs) and GCF Accredited Entities (AEs), which are pivotal in steering direction and
ambition. The GCF is equipped with a growing suite of flexible financial instruments
that respond to specific investment contexts and market barriers and can be tailored
to improve efficiency, tackle systemic barriers, and ultimately support increased
investment and impact.®

There are many options to scale up beyond replicating successful projects, making
small projects incrementally larger. Three key risk groups impede effective climate

action because they make projects — and investments in them — unviable. They are:

FIGURE7. PROJECT BARRIERS

:‘@'»_ KNOWLEDGE [l\ FINANCIAL ﬁx_ POLICY
@ BARRIERS :U0d=  RIsKs =  BARRIERS
E.g. insufficient scientific data, E.g. unreliable cost estimates, E.g. poorly designed, unclear or
insufficient skill levels to maintain and unquantified exploration risks, high-up contradictory policy signals, poor
operate equipment, institutional capacity front capital and technology costs; administrative coordination and
(e.g. data collection and analysis) uncertainty about revenues; high interest governance, legal uncertainty,
rates; foreign currency fluctuations difficulty enforcing remedies

In the past decade, various stakeholders, including policymakers, project developers,
international organisations, development banks, financing entities, non-governmental
organisations, and communities, have engaged in a collaborative effort. The primary
objective of this collective endeavour has been to develop, test, refine, and validate a
diverse range of approaches with the aim of effectively mitigating risks.

These efforts encompass projects that showcase emerging technologies, explore policy
options, pilot innovative financial instruments, and establish strategic partnerships
that allocate project risks to the most capable parties for management. With each
successful implementation, these proven approaches can be adapted and applied

1 "Climate Change 2022: Mitigation of Climate Change" The third report as part of the Intergovernmental
Panel on Climate Change'’s (IPCC) sixth assessment report: https://www.ipcc.ch/report/ar6/wg3/

2 Emissions Gap Report 2022, UNEP: https://www.unep.org/resources/emissions-gap-report-2022

3 https://www.greenclimate.fund/sites/default/files/document/gcf-brief-complementarity-and-
coherence_0.pdf
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to expand the scope and maximise the impact of new project designs, a process
commonly referred to as “scaling up”.

In the context of a GCF SAP proposal, project developers are encouraged to take

a broad view of scaling-up and to explore opportunities to leverage activities,
partnerships, expertise and finance to maximise the climate results of investments and
unlock benefits and impacts for beneficiaries well beyond the scope or lifecycle of
projects (see Figure 8).

FIGURE 8. SCALING UP CAN BE ACHIEVED THROUGH MULTIPLE ANGLES

WHAT: technology, risk management

approaches, finance instruments, etc.

WHO: new partnerships, different HOW: blend sources of finance,
kinds of project developers, new e SCALING UP 9 manage risks, apply proven concepts,
forms of organisation, new entities. tailor partnerships.

WHERE: from business to industrial clusters,

across sectors, across geograhic locations,
between regions, South to South, etc.

Scaling-up fundamentally means applying more of what works to improve learning,
reduce costs and manage risks by building knowledge and eliminating uncertainty.
The SAP is an ideal mechanism to grow the size, volume, coverage, and effectiveness
of previously successful projects and programmes, or to put in place proof-points for
future ones. Project developers are therefore invited to consider whether proposed
projects can leverage and build on successes within and outside the GCF pipelines to
reduce transaction costs and improve the efficiency and quality of the new project.

HOW THE SAP CAN LEVERAGE OTHER
FUNDS AND PROGRAMMES FOR SCALE
AND IMPACT

The SAP can serve as a catalyst for leveraging other funds and programmes to
achieve greater scale and impact for climate finance projects. Countries can integrate
evidence from pilots to maximise impact because, building on previous knowledge,
they know how to manage risks. Re-using still current feasibility work or learning
from teams experienced in deployment may reduce transaction costs and improve
project efficiency. Integrating such processes to speed up implementation and the
achievement of results complements the intention of the SAP to streamline access to
sizeable, flexible funds. SAP users are therefore invited to consider whether proposed
projects can leverage and build on successes within and outside of the GCF pipelines
to reduce transaction costs and improve the efficiency and quality of the new project.

The SAP can be leveraged in multiple ways to promote scaling up of climate finance.
Firstly, the SAP can be used as an enabling mechanism, funding activities to improve
the science, policy, and stakeholder engagement around climate action (for example,
to strengthen the NAPs described in Section 3). The SAP can also support the
implementation of successful pilots at an even greater scale. Small and medium
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enterprises (SMEs) using SAP, particularly, could benefit from a significant amount of
flexible and multi-modal funding, amounting to USD 25 million. This offering exceeds
what is typically available through other intermediaries.

Moreover, utilising the SAP modality can benefit AEs and NDAs in creating proof of
concepts. These concepts can be scaled up and implemented across wider beneficiary
groups or areas. In such cases, finance can be combined with other funding sources
to incorporate diverse financial streams and management capabilities necessary

for executing significant and impactful projects. Considering past experiences and
establishing pathways for future projects align well with SAP’'s objectives of facilitating
immediate action that unlocks the potential for paradigm shifts.

FIGURES. SAP PROJECTS CAN DELIVER TRANSFORMATIVE CHANGE THROUGH
MULTIPLE SCALE-UP PATHWAYS

SAP

UPSCALING

PILOT

ENABLER

Applicants should explore opportunities to use the SAP to upscale previously piloted
projects or projects delivered at a smaller scale by other sources of climate finance.
The SAP can create synergies with other climate finance funds, such as the Adaptation
Fund (AF) and the Global Environment Facility (GEF), bilateral and multilateral funds.

By leveraging the SAP as an enabling mechanism to fund activities to improve the
science, policy, and stakeholder engagement around climate action, projects can

be piloted or incubated to prepare for later upscaling. For example, successful pilots
or projects delivered at a smaller scale by other sources of climate finance can be
expanded to new jurisdictions, geographies, and regions via the SAP.
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BOX 4. BUILDING PATHWAYS FOR SCALE AND IMPACT — LESSONS FROM
THE GEF AND GCF

As part of their Long-Term Vision on Complementarity and Coherence, the
GCF and the Global Environment Facility (GEF) coordinate the development of
country programmes/plans. The GEF and GCF cooperate in engaging existing
and prospective implementing entities to identify strategic and practical

steps that offer complementary support to speed up implementation of a
country’s strategies.

The two funds have been mapping models/pathways of support to countries.
For project/programme financing, these include: (1) approaches to scaling up
previous GEF projects with GCF resources; (2) piloting projects under GEF-7 with
the aim of achieving scale with future GCF support. The GCF can co-finance
project development for the Project Preparation Facility (PPF); and (3) providing
parallel financing.

The GEF has also developed and implemented multiple projects on the basis

of outputs of GCF readiness support and planning exercises. For example, in
Mauritius, the GEF and GCF developed comprehensive support to implement a
low carbon transport programme. While the GEF is financing the introduction

of electric buses on feeder lines of the new light rail around the capital, GCF
readiness support is supporting the development of a strategy to expand

(i.e., scale-up) the fleet. The initial GEF investment not only provides an important
signal to investors, it also demonstrates the financial viability of the technology
and market, providing essential information that allows subsequent investors to
manage costs and risks.

When moving to the SAP after using other sources of funds, applicants will need to
present evidence of the project’s viability and potential. They could re-use or adapt,

for example, feasibility/pre-feasibility, mid-term, and final evaluation reports that clearly
identify needs, barriers, and successes in addressing them. This could also save time
and transaction costs. By exploring opportunities for collaboration and leveraging the
strengths of various climate finance funds, projects can maximise their impact and
contribute to achieving global climate goals.

BOX 5. SMALL-SCALE ADAPTATION FUND INITIATIVES CAN BE SCALED
THROUGH SAP SUPPORT

The Adaptation Fund's projects are often the first-of-their-kind concrete
adaptation projects implemented in particular countries and sectors and serve
as valuable models that can be scaled up or replicated. The Adaptation Fund’s
focus on local ownership, institutional capacity building, and knowledge sharing
supports the goal of scaling-up impact. The Adaptation Fund has established the
Project Scale-Up Grants Fund to help implementing partners develop expanded
proposals based on their initial experience of designing and implementing a
successful Adaptation Fund project.
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As of July 2022, seven of 20 AF projects that have been implemented have
subsequently been scaled up by the GCF,* indicating that this is a promising

route for expanding the size and impact of projects. For example: in 2010,

the UNDP implemented a USD 9 million integrated water resources management
programme, “Increasing Climate Resilience through an Integrated Water Resource
Management Programme in HA. lhavandhoo, ADh Mahibadhoo, and GDh.
Gadhdhoo Island” in the Maldives. The programme sought to ensure consistent,
safe, and equitable access to freshwater for all island communities in the context
of variable rainfall, extreme weather events, salinisation, and pollution of aquifers.
The programme achieved the following outcomes based on activities (in brackets)
including (i) a sustainable freshwater supply system (incorporating desalination
and rainwater harvesting technology); (ii) a sustainable groundwater management
system (incorporating groundwater recharge and wastewater management
technology); (iii) comprehensive participation of local communities in the
development, allocation, and monitoring of freshwater use (capacity building and
consultation); and (iv) the replication and scale-up of climate-resilient freshwater
management. To achieve this last goal, the project was scaled up to other islands
through a USD 28.2 million project financed by the GCF in 2015 (GCF, 2015b).
Notably, the programme planned to replicate and scale up proven technologies
and approaches across the country from inception.

Beyond the GEF and AF, other partners, including development finance institutions and
bilateral and philanthropic partners, may have implemented projects demonstrating
paradigm-shifting potential. SAP users could explore completed projects and those
nearing completion to assess if particular components are ripe for expanding to

other sectors/geographies, or at a larger scale. They may also discover that these
implementing partners may be open to supporting such efforts with the GCF as an
important co-financing partner.

BOX 6. SCALING UP BEYOND FINANCE INSTITUTIONS

SAP015: PROMOTING ZERO-DEFORESTATION COCOA PRODUCTION FOR
REDUCING EMISSIONS IN COTE D'IVOIRE (PROMIRE)

This GCF project in Cote d'lvoire builds on the success of a previous pilot
project that promoted organic and fair-trade cocoa production based on

a zero-deforestation approach. The proposed project aims to scale up this
successful agroforestry model to reduce GHG emissions, increase value-added
per hectare, and provide adaptation co-benefits. By leveraging lessons learned
from the previous pilot project, the project is delivering transformative change
by implementing low-carbon emission agricultural practices on 3,650 hectares
of land, benefiting 7,550 individuals and three cooperatives directly and 600,000
smallholder farmers indirectly. Through this approach, the project promotes
sustainable agriculture practices, improves livelihoods, and increases resilience
to climate change impacts while serving as a replicable model for other
regions and countries.

4 https://www.adaptation-fund.org/scaling-up-replicating-projects-multiplying-the-benefits-of-
adaptation-funding/
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HOW TO UTILISE THE SAP TO ENHANCE THE IMPACT OF A GIVEN PROJECT

Applicants should explore opportunities to pilot or incubate a project to prepare for
later upscaling: Using the SAP modality, project developers could explicitly set out to
pilot a project to test or demonstrate outcomes as part of a strategy to take proofs to
scale through the PAP, for example, or another entity. This may be particularly attractive
to private sector entities who have identified strong market potential but seek to obtain
proof of principle in one country in order to be able to bring it to scale in a subsequent
multi-country phase. Structuring such projects within the SAP scope would help
facilitate the testing phase at a greater speed than might otherwise be the case.

When designing a SAP project to later be upscaled using another fund, ensure
that the project has the potential to be replicated.

BOX 7. PILOT FOR LATER UPSCALING

While uncommon, a SAP project could be upscaled through PAP. This is an
example of a potential project to illustrate how the two GCF funding modalities
can complement each other: "Scaling Up Private Sector Investments in Natural
Capital Conservation through SAP and PAP".

A private sector company is interested in developing a project to conserve

and restore degraded forest lands. The project is designed to deliver both
environmental and social co-benefits, such as biodiversity conservation,
improved livelihoods for local communities, and the restoration of degraded
forest ecosystems. The company proposes to use the SAP modality to pilot the
project in a specific region, testing and refining the project design, monitoring
and reporting protocols, and carbon accounting methodologies. Once the pilot is
successful, the company plans to scale up the project using funds from the PAP or
other sources, replicating the model in other regions that have similar biophysical
and habitat conditions. The SAP provides a low-risk and fast-track process for
testing and demonstrating the project's viability while also allowing for adaptation
and learning to inform the later PAP implementation, which can lead to greater
impact and sustainability at scale.

SAP may be used to improve or build on the foundations being developed to support
successful project implementation: SAP can serve as a facilitator of transformation

by laying the necessary groundwork for implementing impactful initiatives. In cases
where a project idea exists but lacks a strong enabling environment, its success may
be impeded, or it may even fail to launch. The foundations required to create such an
enabling environment can take various forms:

e For example, as capacity building of NDAs, AEs or DAEs to provide them with
the necessary skills and training to design and implement a SAP-funded project.
Capacity building activities can also be funded through the Readiness Programme,
as preparation for later use of SAP funding for projects.

e The SAP can also support activities towards strengthening new climate policy
frameworks, for example by providing support to convene private and public
stakeholders and test new mechanisms and activities that will deliver outcomes
aligned to national strategies.

« Origination by improving scientific evidence to inform adaptation programming.
In this case, the SAP can fund scientific research and evidence generation with a
view to informing project development.
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in each country.

The Readiness and Preparatory Support Programme (the Readiness Programme)
is a funding modality designed to assist developing countries in overcoming
challenges and bridging gaps in their institutional capacities, governance
mechanisms, and planning and programming frameworks. The goal is to allow
these countries to effectively interact with the GCF and contribute significantly
to building climate resilience. Access to the Readiness Programme is facilitated
through the National Designated Authorities (NDAs) and focal points

BOX 8. ENHANCING PROJECT IMPLEMENTATION: UTILISING THE SAP TO BUILD
FOUNDATIONS AND STRENGTHEN CLIMATE POLICY FRAMEWORKS

In addition to financing concrete adaptation projects, the SAP can also serve as a
platform for capacity building and learning that informs larger-scale programming
and policy initiatives. Two examples of such projects are SAPOQ09 in Lao PDR and
SAPO010 in the Philippines, demonstrating how SAP-funded activities can build
resilience and reduce vulnerability to climate risks in urban and coastal areas.

PROJECT NAME

SAP009 BUILDING RESILIENCE OF URBAN POPULATIONS WITH
ECOSYSTEM-BASED SOLUTIONS IN LAO PDR

Project
description

Strengthening the natural capacity of ecosystems to regulate water flows

and limiting the exposure of local populations in vulnerable areas to climate
effects. The project aims to test an alternative approach to flood control in
urban Laos, moving away from a traditional focus on grey infrastructure, such
as dams and concrete drainage systems. It will implement ecosystem-based
adaptation in urban areas. One of the first examples of this adaptation
approach in developing countries, it could serve as a model for other nations
facing similar climate challenges.

Objective

To facilitate integrated, climate-resilient flood management - including
ecosystem-based adaptation (EbA) - in the cities of Vientiane, Paksan,
Savannakhet, and Pakse.

Outcomes

Strengthened adaptive capacity and reduced exposure to climate risks.

Outputs

» Output 1: Strengthening technical capacity and knowledge base and
management to reduce flood impacts.

o Output 2: Developing city-level integrated flood management strategies.

» Output 3: Identifying sustainable financing options for integrated flood
management.

o Output 4: Implementing urban EbA solutions.

Result areas

Ecosystems and ecosystem services; livelihoods of people and communities

Financial
instrument

Grant
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PROJECT NAME

SAP010 MULTI-HAZARD IMPACT-BASED FORECASTING AND EARLY
WARNING SYSTEM FOR THE PHILIPPINES

Project
description

The project will strengthen the Philippines’ ability to adjust to climate impacts
and implement long-term climate risk reduction and adaptation measures.

It will build on best practices in multi-hazard early warning systems and link
with forecast-based action to maximise impacts on the ground. This includes
climate-resilient development planning and investment.

Objective

To reduce the exposure of vulnerable communities to climate-induced
hydrometeorological hazards, strengthen their absorptive and adaptive
capacities to better manage or adjust to impacts brought about by climate
shocks and climate change, and implement long-term climate risk reduction
and adaptation measures.

Outcomes

* Increased generation and use of climate information in decision-making.

« Strengthened institutional and regulatory systems for climate and
gender-responsive planning and development.

« Strengthened adaptive capacity and reduced exposure to climate risks.

Outputs

» Output 1: Generating science-based multi-hazard weather and climate risk
information.

» Output 2: Establishing a multi-hazard impact-based forecasting and early
warning system (MH-IBF-EWS) supported by a knowledge and decision
support system.

» QOutput 3: Improving national and local capacities in implementing a
people-centred MH-IBF-EWS and forecast-based early actions (FbA).

o QOutput 4: Mainstreaming climate risk information and MH-IBF-EWS
in development policy and planning, investment programming, and
resilience planning at national and local levels, and institutionalising a
people-centred MH-IBF-EWS in the Philippines.

Result areas

Livelihoods of people and communities

Financial
instrument

GCF Grant + in-kind co-financing

In summary, the SAP modality can be used in multiple ways to deliver
transformative change. When designing your project, you should consider the
best and most appropriate way in which you can leverage your project to deliver
transformative impact.

FIGURE 10. HOW THE SAP CAN DELIVER FOR URGENT NEEDS AT SCALE AND PACE

Project ideas and concepts
developed under readiness support

- THERE ARE MANY DIFFERENT
Project ideas and concepts PATHWAYS THE SAP MODALITY CAN
that respond to needs BE USED TO TACKLE COUNTRIES'

identified in NAPs

Projects supported by
other funds and partners

URGENT NEEDS AT SCALE AND PACE.

Upscaling a previously successful project
across regions, technologies or partners

Partner with other funding and

investment donors and private sector
actors to access additional funding

Pilot or incubate a project to generate
proof of concept for later upscaling
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HOW THE SAP CAN BE LEVERAGED TO ATTRACT PRIVATE SECTOR ENGAGEMENT

Public and private project developers can each access SAP funding through various
routes depending on their accreditation status with the GCF and their relationship with
NDAs and AEs. This section describes how different types of entities can access SAP
financing via different accreditation pathways. It also suggests how public and civil
society actors might highlight the potential of the SAP modality to private sector project
developers, implementors, and investors, who could leverage its simplified processes
for scale and impact to align with the GCF's long-term strategic vision.

FIGURE 11. THE SAP CAN LEVERAGE DISTINCT RESOURCES AND OPTIMISE
PARTNERSHIPS AMONG DIFFERENT ACTORS

Communities Public (NDA, AE)
knowledge ownership, regulatory, political,
labour, beneficiaries fiscal/budgetary authority
SAP

NGO (AES, |AES) \ J Private (lES, DAES)

implementation, networks,

¢ ) investment tech, risk mgt
consultation experience

THE ROLE OF AES AND NDAS IN
DELIVERING A PIPELINE OF SAP PROJECTS

GCF procedures are designed to ensure full country ownership of project designs

and implementation, including by requiring proof of alignment with national and
sub-national goals and strategies and effective sign-off by the National Designated
Authority (NDA) through a no-objection process which is required for the SAP funding
proposal (template found on the website). National governments appoint an NDA or
focal points — often an environment, finance, or planning ministry — which acts as
the interface between the government and the GCF. NDAs provide broad strategic
oversight of the GCF's activities by creating the country workplan and communicating
the country’s priorities for financing aligned SAP projects.

Working alongside NDAs, the GCF's Accredited Entities (AEs) across the globe translate
needs and ideas into innovative proposals for projects (see here for a list of NDAs

for each country: https://www.greenclimate.fund/about/partners/nda). AEs include
International AEs (IAEs) such as multilateral development banks and international banks,
and Direct Access Accredited Entities, which include sub-national, national, or regional
development finance institutions and organisations with strong links to local hubs and
networks of science and innovation. An up-to-date list of Accredited Entities can be
found here: https://www.greenclimate.fund/about/partners/ae. By simplifying project
preparation and review process requirements, the SAP is a valuable instrument to
deliver preferential access to climate finance to national and regional DAEs, as the GCF
Strategic Objectives aims to deliver 50 per cent of its portfolio through these entities.

Entities that wish to directly access GCF funding and become part of the network must
first attain accreditation by demonstrating strong financial management and capacity
to apply management policies, safeguards, and standards aligned with GCF fiduciary,
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environmental, and social risk policies and requirements. Gaining accreditation as an
AE allows organisations to directly receive and manage GCF funding, including through
the SAP. Steps to achieve accreditation can be found here: https://www.greenclimate.
fund/accreditation/process.

Different levels of accreditation and checks are required depending on the scope

of funding sought, the nature of likely activities, and the level of engagement with

the Fund. Through SAP, the GCF can finance projects with up to USD 25 million

of GCF funding, with no limitations to co-financing, and projects must align with
environmental and social low-risk categories. The low risk and size of prospective funds
under management mean that entities seeking accreditation to access the SAP window
to implement micro and small projects follow a relatively easier and affordable route to
accreditation than entities seeking to implement large and high-risk programmes.

HOW NON-ACCREDITED STAKEHOLDERS
SUCH AS NGOS, LOCAL COMMUNITY
GROUPS, IPLCS, OR PRIVATE SECTOR
ORGANISATIONS CAN ACCESS THE SAP

Entities that are not accredited but have investable climate adaptation and
mitigation project ideas that fit the SAP profile have alternative options for accessing
the SAP window:

¢ Indirect access through national and international AEs

Many countries’ NDAs actively seek ideas for projects that address local and national
needs. They are often keen to partner with local organisations to implement projects.
Some NDAs have formalised routes of engagement with non-accredited organisations
(such as through windows of project concept note submissions), but others have
more informal partnership structures. They can also provide matchmaking support for
project initiators to collaborate with appropriate national and international AEs. Project
developers who are not accredited to access GCF funds directly can seek advice from
a country’s NDA or focal point regarding national priorities and which national and
international AEs are best suited to support their proposals and guide them through
the GCF funding application process.

¢ Project-specific accreditation

If it is not possible to find the right partner through the GCF network of AEs, interested
entities may consider the GCF's newest modality: The Project-specific Assessment
Approach (more information can be found here: https://www.greenclimate.fund/
projects/psaa).

The PSAA, which is currently in a pilot phase of 10 projects per year for three years
(April 2023 — March 2026), will allow organisations that have a climate project
proposal to bring it directly to the GCF for a more streamlined consideration. This new
pathway is open to public, private, and non-profit organisations to use once per
organisation. Applicants should bear in mind that priority is given to project proposals
from subnational, national, and regional entities based in developing countries.

To support applicants, resources are being made available through the GCF's PPF which
facilitates access by supporting the development of funding proposals. This modality
requires organisations to demonstrate their capacity to implement the proposed
project/programme presented to the GCF. However, it is a simpler process than
obtaining full GCF accreditation, which assesses capacity against a hypothetical set of
projects/programmes that the entity may bring forward.
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PRIVATE SECTOR MOBILISATION

Addressing climate issues and vulnerabilities to sudden climate-related changes
requires substantial global investments which cannot be met by the public sector alone,
hence the need for private sector mobilization. The private sector also has a unique
opportunity to drive innovation and create thriving markets for climate by delivering

the investments and solutions required. As a higher-risk inclined and impact-oriented
institution, the GCF aims to play a pivotal role in shifting and catalysing financial flows
managed by the private sector into low-emission and climate-resilient investments in
developing countries by incentivising private actors to enter markets and then creating
virtuous cycles of learning and investment (see Figure 12).

FIGURE 12. THE SAP WINDOW CAN PROVIDE LEVERAGING OPPORTUNITIES FOR
THE PRIVATE SECTOR

CLIMATE ADAPTATION SEED INVESTMENTS

Opportunities in the climate adaptation sector, which is
still a relatively nascent area for the private sector, has
seen growth in terms of funding flows and is continuing
to evolve. For entrepreneurs and investors, this could be
an advantage. Being an early market entrant may allow
private businesses to gain traction without facing intense
competition. Increasing amount of global adaptation
finance is going to developing countries, which means
developing countries are increasingly becoming the entry
point to access the adaptation market. The GCF supports
innovative and paradigm shifting investments in
this space and in developing countries,
including LDCs, SIDS and African States.

There are ample opportunities for GCF support
mechanisms designed to help the private sector mitigate
risks associated with initial investments and scale
investments in high-impact climate technologies and
innovations. Emerging markets in the climate sector are
creating new investment prospects for private enterprises.
The SAP is a flexible programme, offering tailored
structuring solutions to accommodate

varying needs.

sty CLIMATE ADAPTATION AND
/7‘3 MITIGATION IS A GROWING
{ MARKET AND THE GCF SAP

MODALITY CAN PROVIDE
LEVERAGING
OPPORTUNITIES FOR
THE PRIVATE SECTOR

BLENDED FINANCING CLIMATE RISK MITIGATION

The GCF makes capital available to private sector.
Blended (private - public) finance mechanisms means
private investors can leverage public dollars to augment
their investments. For example, the GCF invested

$4.85 billion across 55 private sector climate projects,
attracting co-investment to the tune of $17.2 billion in
total private assets under management.

Y

Investments in climate opportunities also create
a positive feedback in terms of risk reduction. Climate
risks will impact virtually every industry: infrastructure
assets will be damaged; agricultural productivity will
decline; trade will be interruptied and financial
institutions will have to grapple with higher risk.

&)
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BOX9. HOW THE GCF IS SUPPORTING PIONEERING AND EARLY-GROWTH
INNOVATIVE AGRIBUSINESSES THAT ENHANCE THE CLIMATE RESILIENCE OF
SMALLHOLDER FARMERS THROUGH A PRIVATE SECTOR PROJECT

While the private sector plays an increasingly important role in mitigation
activities such as renewable energy markets, there is a shortage of business
support for climate adaptation, especially for smallholder farmers who bear the
brunt of climate impacts. The innovative Acumen Resilient Agriculture Fund
(ARAF) project draws in private sector investment to help small-scale farmers
adapt, made possible by the GCF's anchor investment. ARAF is the first climate
adaptation-focused agriculture investment fund for small-scale farmers and is
active in Ghana, Kenya, Nigeria and Uganda. It will shift the pattern of investment
in climate change adaptation activities in Africa from grants to a long-term
capital approach (providing equity and quasi equity to agribusinesses serving
smallholders), enabling smallholder farmers to respond to climate change more
efficiently and effectively.

The GCF's anchor investment of USD 23 million in equity in ARAF's first loss pool
is catalytic, as it de-risks the investment for risk-averse private sector investors.
The GCF's funding provides protection from what many investors often view as
the high risks of financing early-stage agribusinesses and services for small-scale
farmers. The GCF has also injected USD 3 million into a USD 6 million Technical
Assistance Facility to help investee companies build climate adaptive businesses
that provide a financial return to ARAF and its investors.

To increase the impact of the GCF's activities and de-risk the delivery of capital flows,
the GCF has set up the Private Sector Facility (PSF), a dedicated division designed

to fund and mobilise private sector actors, including institutional investors, project
sponsors and financial institutions. PSF promotes private sector investment by tailoring
GCEF finance to address particular private sector concerns and by providing a range of
financial instruments, which include:

e Concessional instruments, including low-interest and long-tenor project loans, lines
of credit to banks and other financial institutions

e Equity investments which provide vital injections of cash flow and provide market
signals to potential co-investors

e Risk coverage such as guarantees, first-loss protection

e Grants to support capacity-building programmes and skills training.

Private sector engagement in SAP financing extends beyond financial institutions, as
some private sector organisations already accredited can access the SAP directly.
However, if your organisation is not accredited, partnering with AEs can help tap into
SAP financing for your project.
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FIGURE 13. TYPES OF PRIVATE SECTOR ORGANISATIONS SUITABLE
FOR SAP PROJECTS

T NATIONAL AND
REGIONAL CLIMATE
PRIVATE SECTOR VESTORS
ORGANISATIONS DEVELOPMENT
BANKS

NON-ACCREDITED BANKS AND IMPACT AND SMALL AND
PRIVATE SECTOR LENDING ANGEL MEDIUM INSURERS
ORGANISATIONS FACILITIES INVESTORS ENTERPRISES

Through the SAP, the GCF provides a unique opportunity for the private sector to invest
in climate projects in developing countries, particularly LDCs, SIDs, and African States,
while mitigating project risk in a streamlined manner. Private sector actors can leverage
the SAP to overcome barriers and fund climate projects through multiple avenues,
including tailoring financing to de-risk project activities, seed investments to structure
climate funds such as equity/debt and insurance funds, scaling up investments in
high-impact climate technologies and innovations, or investing in mainstreaming
climate change considerations across business environments and the financial

system (see Figure 14). The SAP team is available to offer technical support and
long-term funding through various instruments, including concessionary financing,
where necessary.

FIGURE 14. FINANCING ACTIVITIES AVAILABLE TO THE PRIVATE SECTOR

‘11,% PROJECT ® ¢ CLIMATE @ CLIMATE ENABLING
ACTIVITIES w‘_},,_ﬁ"? FUNDS INNOVATIONS @ ENVIRONMENTS

Aligning life cycle cost Structuring anchor Scaling investments into Mainstreaming climate
and revenue with tailored investments in climate high-impact climate change considerations
finance solutions to equity/debt and technologies and accross policies,
de-risk climate projects insurance Funds innovations the financial system and

business environment

The SAP has funded several private sector projects, many of which are included
in Table 3, including the Pakistan Distributed Solar Project by JSBank Ltd, the Fiji
Agrophotovoltaic Project by Fiji Development Bank, and the Energy Efficient
Consumption Loan Programme in Mongolia by XacBank LLC.
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TABLE 3.

EXAMPLES OF APPROVED SAP PRIVATE SECTOR PROJECTS

SAP024

PAKISTAN DISTRIBUTED

SOLAR PROJECT

ACCREDITED ENTITY:

JSBANK LTD (PAKISTAN)

GCF FINANCING: GUARANTEE + GRANT

SAP016

FIJI AGROPHOTOVOLTAIC PROJECT
IN OVALAU

ACCREDITED ENTITY:

FIJI DEVELOPMENT BANK

GCF FINANCING: LOAN + GRANT

SAP004

ENERGY EFFICIENT CONSUMPTION
LOAN PROGRAMME, MONGOLIA
ACCREDITED ENTITY:

XACBANK LLC (MONGOLIA)

GCF FINANCING: LOAN + GRANT

Description: Pakistan's growing energy
sector is heavily reliant on fossil fuels.
Significant investment in renewable energy
is needed. However, significant investment
barriers exist, making the switch to
renewable energy products such as solar
photovoltaic (PV) installations challenging.

The project will provide tailored financing
solutions for distributed solar PV products
to help bridge the financing gap for these
investments in Pakistan. A guarantee
facility provided by the GCF will be
deployed to finance 43 MW solar PV
installations for households, agribusinesses
and small and medium enterprises (SMEs).
It will support lending through the existing
renewable energy scheme launched by
the State Bank of Pakistan (SBP) in which
partner banks offer concessional loans to
customers to acquire solar PV systems.

Description: Fiji produces over half of its
electricity from hydropower. However, the
volatility of annual rainfall in recent years
and increased climate variability have
compounded problems caused by the lack
of a stable electricity supply.

This project aims to overcome financing
barriers, technical capacity, and limited
availability of land by supporting an
innovative technology that combines
photovoltaic power generation and
agricultural production. It will do this by
financing a 4 MW solar agrophotovoltaic
(APV) system and 5 MW battery energy
storage system (BESS) in Ovalau, Fiji's
sixth largest island. A key feature of this
initiative is the way it will provide technical
assistance to strengthen the capacity of
local communities while also establishing
a climate project financing facility within
Fiji's Development Bank (FDB).

Description: The EE Consumption

Loan Programme will improve access

to financing for Mongolian consumers
seeking to purchase energy efficient (EE)
heating appliances and housing, with
heating appliances certified to achieve
at least a 20 per cent reduction in energy
usage.

With this new loan programme, XacBank
can expand its existing EE product

loan portfolio and support additional

EE product purchases by offering
concessional rates to consumers.

The concessional rates will help the bank
promote EE uptake at the consumer level
and create a strong ecosystem for EE
products in Mongolia, specifically in the
capital city, Ulaanbaatar.

JOINT VENTURES: THE ADVANTAGES OF
PUBLIC-PRIVATE PARTNERSHIPS

To enhance the sustainability and impact of its projects, the GCF has increasingly
focused on innovative financing mechanisms, such as blended finance and
public-private partnerships (PPPs), to enhance the sustainability and impact of
its projects. There is a recognition to take collective responsibility and leverage

partnerships, bringing together the public and private sectors to increase financial flows
to shape ongoing and future work for climate action. Therefore, AEs can use the SAP to
develop and implement projects that combine public and private sector resources and
expertise to support their projects.

Blended finance and public-private partnerships (PPPs) can play a crucial role in
mobilising private sector resources and expertise to support projects addressing climate
change. Blended finance combines public and private sector resources and expertise
to create financial structures that can support sustainable projects, while PPPs involve
partnerships between the public and private sectors to share risks, responsibilities,

and rewards in implementing a project. Both these mechanisms have the potential to
attract private sector investment, enhance the sustainability and impact of projects, and
build the capacity of local communities and organisations to participate and benefit
from climate projects. However, they also present challenges in coordinating public
and private sector actors, managing complex financial arrangements, and ensuring
benefits are shared fairly.
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For both blended finance and PPPs, it is crucial to assess financial needs and

risks, select appropriate financial instruments and partners, and ensure adequate
financial controls and safeguards. Defining clear objectives and roles, establishing
adequate regulatory and legal frameworks, conducting thorough due diligence and
risk assessments, and developing effective communication and dispute resolution
mechanisms are also essential. Monitoring and evaluating the impact and performance,
ensuring that benefits are shared fairly and are financially sustainable, providing

value for money for public sector stakeholders, and engaging local communities and
stakeholders in the design and implementation are all key considerations.

BOX 10. AN ILLUSTRATIVE EXAMPLE OF HOW A SAP-ABLE PROJECT COULD
LEVERAGE PARTNERSHIPS TO DELIVER TRANSFORMATIVE IMPACT

The Climate-Resilient Agriculture for Smallholder Farmers project aims to increase
the resilience of 5,000 smallholder farmers to climate change impacts by adopting
climate-smart agricultural practices and technologies. It's a collaborative effort
between a local agricultural cooperative, a private sector sustainable agriculture
company, and public and private financing instruments. The project is funded
through a blended finance mechanism, combining USD 6 million in grant funding
from the GCF with USD 5 million in concessional loans and USD 9 million in
private sector investment.

The private sector investment will be secured through a guarantee provided by
a local bank. The project's progress will be monitored and evaluated through
a results-based financing mechanism, linking a portion of the private sector
investment to specific outcomes, such as increased farmers' income and the
number of hectares under climate-smart agriculture.

The local agricultural cooperative will provide training and support to the farmers,
while the private sector company offers technical support and access to
sustainable inputs and markets. Partnering with a private sector company provides
the project with technical expertise and access to resources and markets that may
not be available through public financing alone.

By combining public and private financing instruments, this project maximises
its potential impact. The private sector investment can enhance the project's
sustainability, while public financing from the GCF grant and concessional loans
can provide the necessary funding to support its implementation and make it
financially sustainable over the long term. Using guarantees provided by local
banks reduces the risk for private sector investors, making it more attractive for
them to participate in the project.
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WHAT ARE THE DIFFERENT FINANCING STRUCTURES AND MECHANISMS AVAILABLE THROUGH THE SAP

HOW CLIMATE FINANCE DELIVERED
THROUGH THE SAP CAN BE STRUCTURED
TO ADDRESS MARKET FAILURES ACROSS
DIFFERENT STAGES OF THE PROJECT

LIFE CYCLE

AEs, NDAs, and project developers play a crucial role in identifying and designing
climate change interventions that meet country needs and their people. To ensure
a lasting impact beyond a single project or programme investment, projects should
illustrate their potential to be replicated and scaled up, demonstrating their
broad-reaching effects, including environmental, societal, and gender-related
co-benefits. By exploring innovative financing approaches and implementation
modalities, you can access concessional funding and test new financing structures
that deliver paradigm shifts while contributing to achieving GCF's impact objectives.

The GCF recognises that the traditional financing models have not been effective

in mobilising the level of investment needed to address climate change challenges.
Therefore, innovative financing approaches are necessary to achieve the transformative
change required to meet the goals of the Paris Agreement. To encourage innovation,
the GCF provides concessional funding with below-market terms and conditions
crucial in achieving additionality in projects, necessary to make a project or programme
viable. The funding allocated for each project or programme can vary depending on
the financial instrument used, and the minimum amount of concessional funding
needed can be up to the full cost of the project or programme. AEs are required

to demonstrate both technical and financial capacity to undertake the work in

a Funding Proposal.

The SAP modality provides a unique opportunity for AEs to access concessional
funding quickly and efficiently, allowing to take bold actions to design and implement
innovative and transformative projects across regions and sectors. A defining feature

of GCF financing structure, which also applies to the SAP, is its unique ability to tap
both public and private finance flows, seeking to engage across sectors to unlock
high-impact and paradigm-shifting climate investments. Thus, AEs are encouraged

to explore and utilise innovative financing approaches and blended implementation
modalities to design climate change interventions that demonstrate additionality. In this
context, additionality means that the funding from the GCF is necessary to make a
project or programme happen and that the project would not have taken place without
this funding. By demonstrating additionality, projects, and programmes can access
concessional funding and overcome market failures, such as high costs associated with
new technologies and immature markets, technical capacity barriers, and uncertainty
about the timing or cost of physical and transition risks while ensuring that GCF funds
are utilised effectively.

Through a flexible and streamlined approach to accessing concessional funding,
the GCF aims to empower AEs to undertake ambitious actions to achieve their
low-carbon and climate-resilient development objectives.
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WHAT ARE THE DIFFERENT INCENTIVE
STRUCTURES AND FINANCING
INSTRUMENTS THAT CAN BE USED
UNDER THE SAP?

SAP supports most types of financing instruments, as well as a combination of incentive
structures needed to best address climate needs. The financial instruments available

to AEs for project design and implementation can be grouped into two fiduciary
standards: basic (project management and grant award) and on-lending/blending (loan,
equity, guarantee, and blending).

For example, an AE is looking to invest in green pathways to achieve net zero by
incentivising investments in small-scale renewable energy systems but does not have
the required start-up capital, access to facilitated priced loans, or an active private
investment sector with the appetite for such activities. The SAP modality can be used in
several ways to facilitate such climate transitions. For example, a project developer can
structure a series of grants to facilitate the uptake of small-scale renewables or fund
technical assistance to prepare a region’s policies for decarbonisation. It could also
come in the form of a first loss guarantee whereby a third party compensates lenders

if the borrower defaults which is particularly useful to attract private sector investors by
reducing the risk profile of the investment. SAP funding could also be used to provide
low interest loan financing with better rates and structures than offered in the market;
or as an equity investment into new green technologies asking for less value in shares
than the investment is worth. Project developers need to consider the contextual
barriers and market failures and propose the most adequate instrument to overcome
them while delivering impact.

Grants are a type of funding that does not require repayment and can be used to cover
costs related to climate change investments, externalities, technical assistance, and
capacity building. Grants can be combined with other funding instruments to maximise
impact and can be disbursed up-front or after specific goals have been achieved.
Grants can be used for various purposes, including policy development, capacity
building, knowledge dissemination, and the development of national institutions and
technology demonstration. In some cases, grants may be turned into other funding
instruments by blending with other funding sources. Furthermore, performance grant
modalities can be used to reward innovation or quantified results related to mitigation
and adaptation, and other modalities may involve conditional repayment obligations.

Concessional lending is a type of lending where money is lent with the agreement
that it will be repaid on terms that are more favourable than market rates. This type of
lending lowers the cost of capital and reduces risk for all parties involved by offering
lower or no interest rates, longer repayment periods, or grace periods. It is used
when financing at market rates is unavailable or would make the investment unviable.
Concessional lenders take into account the borrower's existing debt levels and
repayment capacity before extending financing.

Guarantees are a tool used to manage risks associated with investments that do not
attract capital through traditional means such as debt. These instruments can cover
the entire investment or a portion of it and involve a guarantor committing to fulfilling
the borrower's obligations to the lender in the event of non-performance or default
in exchange for a fee. They are useful in mitigating default risks and addressing
project-specific increases in costs. The GCF's provision of guarantees encourages the
flow of funds to climate-related projects, especially in the most vulnerable countries
where these risks might otherwise dissuade investment. As the relevant sectors and
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solutions become better understood and the perception of risk diminishes over time,
the need for these guarantees can gradually be reduced.

Equity investments entail injecting capital directly into a project or company, allowing
it to attract further resources and potentially achieve better returns by reducing risk
for other investors. Equity investors acquire a stake in the company or asset, and their
financial returns are derived from the project's or company’s performance. Unlike debt
holders, equity investors do not have a guaranteed return or repayment. In the event
of project failure, debt holders have priority on any remaining assets or returns. While
equity investments carry a higher risk due to the lack of guarantees, they can also offer
greater returns if the project or company is successful.

The following table offers a concise overview of the various mechanisms at hand,
alongside examples of how these mechanisms are being utilised in different projects.

TABLE 4. FUNDING MECHANISMS SUPPORTED UNDER THE SAP

INSTRUMENT DESCRIPTION EXAMPLE

Loans Provision of finance through The GCF is supporting XacBank of Mongolia (SAP004) through the EE Consumption
debt financing in repayable Loan Programme, the first EE heating appliance and EE housing lending programme
loans, with better terms than to be implemented at scale in Mongolia. This programme will provide loans to energy
often found in markets efficiency heating appliances and housing products, with heating appliances certified

to achieve at least a 20 per cent reduction in energy usage. USD 9 million in addition
to a small grant of USD 1 million.

Equity Provision of finance in terms The Green Guarantee Company (GGC) will be the first-ever global institution
of equity stake/shareholder dedicated to providing guarantees for climate bonds with significant climate
investment to support an adaptation and mitigation impacts. It will create an ecosystem around climate bonds
organisation or projects for developing countries by connecting local issuers with international investors and
intended to mobilise private creating working groups in the nine countries where it operates.
cap!tal, Whe_n private sector The GCF will serve as the founding equity shareholder in this first-of-its-kind
capital providers are not o o . . . L L
available institution by _prowdmg_earlly—s.tage and patient c_ap|tal toincentivise participation

from more private and institutional commercial investors. The GCF will invest USD
40.5 million as the first tranche, with subsequent investments up to an aggregate
amount of USD 82.5 million as GGC scales up.

Guarantees Provision of financial In Pakistan (SAP024), the GCF is providing a USD 9 million guarantee facility provided
coverage for certain risks to to finance 43 MW solar PV installations for households, agribusinesses and small and
manage projects, political or medium enterprises (SMEs). It will support lending through the existing renewable
physical risks energy scheme launched by the State Bank of Pakistan (SBP) in which partner banks

offer concessional loans to customers to acquire solar PV systems. With the GCF
guarantee facility, JS Bank can broaden the scope of the scheme by reaching
previously untapped market segments and users. The project is also complemented
with a small grant of USD 1 million to provide technical assistance to strengthen
capacity of solar PV vendors and other key stakeholders and raise market awareness
of climate change risks and the benefits of renewable energy solutions.

Grants Provision of finance in the In Northwest and Northcentral coastal regions of Guinea-Bissau the GCF (SAP025)
form of cash, goods or is providing a grant of USD 9,807,800 to improve local observation and monitoring
services for which there is systems for water and soil quality, rehabilitating small-scale water management
no need of repayment schemes such as rainwater retention systems and irrigations, undertaking functional

reforestation of mangroves on 250 hectares of mangrove swamp areas, and
strengthening agricultural value chains with microenterprises. The grant is expected
to benefit more than 200,000 vulnerable people in Guinea-Bissau with increased
food security and livelihoods support.
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Furthermore, it is possible to combine a full range of financing instruments,
including loans, equity, guarantees, and grants, to design bespoke solutions that
tackle specific climate investment barriers, thus achieving additionality.

BOX 11. AN ILLUSTRATIVE EXAMPLE OF HOW TO MAXIMISE IMPACT AND
SUSTAINABILITY BY LEVERAGING DIFFERENT FINANCIAL INSTRUMENTS IN
CLIMATE-SMART AGRICULTURE PROJECTS

For example, in the context of climate-smart agriculture, a project aimed at
improving the resilience of smallholder farmers in a vulnerable region could

be designed to utilise different financing instruments to maximise its impact.

For instance, grants could be used to conduct feasibility studies and research
on best practices, as well as to provide training and education for farmers on
climate-smart agricultural techniques. Meanwhile, loans and guarantees could
be used to support the implementation of infrastructure and technology, such
as irrigation systems and weather monitoring equipment. Finally, revenue-based
financing could be employed to ensure the ongoing operations and maintenance
of the project, ensuring its sustainability and long-term success. By combining
these different financing instruments, the project can address financial barriers
and provide a comprehensive solution to support the development of
climate-resilient agriculture.

HOW CAN | USE GRANTS IN INNOVATIVE
WAYS?

GCF SAP projects can use grants innovatively to achieve climate-resilient and
low-carbon development. By addressing specific barriers and adding value to other
financial instruments, grants can help scale up climate finance and enhance its impact.
They can create an enabling environment for businesses and markets, improve access
to finance, support blended finance, promote income generation, and manage risk.

By supporting businesses and markets, grants can help remove barriers to market
access and address the lack of access to credit, regulatory bottlenecks, and limited
technical and business skills. In addition, grants can support the development of
climate-friendly projects by addressing the lack of collateral, high transaction costs,
and high-risk perception that deter financial intermediaries from investing. Furthermore,
grants can complement other financial instruments, such as loans, equity, and
guarantees, by supporting blended finance, setting up credit lines, and providing
technical assistance for equity investment. Figure 15 summarises how different projects
used grants to address different barriers across SAP projects.
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FIGURE 15. HOW GRANTS CAN BE USED IN INNOVATIVE WAYS

CREATE AN ENABLING ENVIRONMENT

One way to use grants is to create an enabling environment that supports businesses and markets. This can include measures such as
market creation or stimulation, removing barriers to market access, and implementing business environment reforms.

For example, the SAP020 project in Micronesia used grants to support the creation of new markets and stimulate business activities.

PROVIDE ACCESS TO FINANCE

Grants can be used to address the lack of collateral, high transaction costs, and high-risk perception that deter financial intermediaries
from investing in climate-friendly projects.

An example of this is the SAP012 project in Niger, which used grants as an award to financial intermediaries to build lending portfolios.

Grants can address the limited capacity of financial markets to provide long-term and low-cost financing for climate projects.

The SAP011 project in Mozambique used grants to support blended finance and enable other financial instruments, thus reducing
the cost of capital and increasing investment volumes.

Grants can address the limited access to information, expertise, and markets that constrain the growth of green businesses.

The SAP015 project in Cote d'lvoire used grants to provide advisory services and networking opportunities to support businesses.

SUPPORT RISK MANAGEMENT

Grants can also address the limited availability and affordability of climate risk insurance, particularly in developing countries.

The SAP007 project in Zimbabwe used grants to support risk transfer through parametric insurance, thus reducing the vulnerability of
smallholder farmers to climate shocks.

By using grants in these different ways, organisations can unlock new opportunities
for sustainable development and create positive change for communities and

the environment. As a project developer, it is important to identify the most
appropriate grant modalities and design them in a way that maximises their impact
and sustainability.
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WHAT GCF INSTRUMENT IS SUITABLE FOR
MY PROJECT?

Project developers need to consider which are the best-suited mechanisms to address
the relevant market failures and risks their project faces. The following classification
tool identifies which instruments tend to be better suited to address the different

risks and requirements of projects. Furthermore, it is possible to use a combination of
mechanisms in a single SAP project to address different barriers, as showcased earlier.

FIGURE 16. SUITABILITY OF FUNDING MECHANISMS TO ADDRESS CHALLENGES
AND RISKS ALONG THE PROJECT LIFE CYCLE

§ A Use of funds
[T
g L
g Funding instrument/type Debt and
o Challenge equity
q instruments
Guarantees to inv::r?lt:nts
cover political P .
risk insurance requiring p.rOJect
w - preparation;
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e« Policy lending; I — tranches or
4 gn s
= public sector obligations de-risking IFC balance
2 o investment sheet and
= De-risking projects; mobilization
5 Project and blending World Bank Grant/
= preparation solutions Group MIGA or concessional
2 guarantees World Bank finance for
= Group blend_ed__and
guarantees de-riskiing
structures
= IBRD/IDA
g Concessional balance sheets
£ Grant funding financing
[]
o
5
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Lack of project Blending needed Underdeveloped Political risk; Lack of project Risk capital
pipeline; large in order to make a policy and regulatory pipeline; needed
upfront early public-only regulatory uncertainty or incremental costs
project solution environments; sovereign credit non able to be
preparation affordable to meet projects risk; public financed on
costs development non-financiable off-taker risk purely
goals by private sector commercial terms

€ >

Private sector projects Private sector projects

USES OF FINANCE

Note: Grant and concessional lending can also be provided via World Bank Balance sheet, especially through IDA
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Regardless of the type of mechanism used, ensuring alignment and compliance with
financial and fiduciary policies is crucial. To ensure compliance and effective financing
structures, project developers need to be aware of two main sets of policies that apply
to both private and public sector financing:

1. GCF Financial terms and conditions of grants and concessional loans.
Specify the financial terms and conditions of grants and concessional loans and the
conditions for deployment of those funding instruments.

2. Guiding principles and factors determining terms of financial instruments.
This covers the general principles and due diligence needed to assess the fitness of
the financial instrument and investment. The principles require that:

¢ Mechanisms should be proportional and tailored to the incentives needed to
deliver mitigation and adaptation outcomes

e They deliver additionality so that the right level of concessionally will not displace
investments that would otherwise have occurred

e Concessional forms of finance need to be designed to minimise market
distortions and crowding out private investment

e They are tailored to each case and the expertise and capacity of financial
intermediaries (such as level of indebtedness) and implementing entities.
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This guide offers valuable insights for climate project developers seeking to access
funding from the SAP GCF. It highlights the unique value proposition of the SAP

and explains how its flexibility can be leveraged to address urgent climate

needs — especially in vulnerable communities such as SIDS, LDCs, and African

States. The guide showcases how the SAP can scale up impact, unlock private sector
finance, and promote innovative financing approaches by reducing real and perceived
risks. By providing practical guidance and examples, the guide takes you through a
step-by-step process to tailor your project to successfully access climate finance
through the SAP in line with your project goals.

If you are considering applying for the SAP, this guide offers a comprehensive overview
of the application criteria, explains the streamlined process, and the benefits of using
the SAP. Use the links and resources provided to learn more about the SAP and its
application process. The SAP is a powerful tool that can help you achieve your climate
mitigation and adaptation goals and can be delivered via instruments specifically geared
to reduce costs and risks for projects and investors. We hope this guide helps you take
advantage of this funding mechanism to make a meaningful impact.

To help you design a successful SAP project, this last section provides a high-level
overview of different programmatic elements to consider, as well as tests to determine
if your project is likely to be SAP-able. While not a comprehensive list, this section
serves as a handbook to turn your project ideas into actionable SAP projects.

The GCF offers support at different stages of project design, and a wealth of resources,
including guideline documents, training courses, and videos, are available on the GCF
website at https://www.greenclimate.fund/projects/sap. Additionally, the SAP team is
available and can be reached at sap@gcfund.org. We encourage Accredited Entities and
project developers more widely to make use of these resources and to leverage the
SAP to achieve your climate goals.

If your project does not fit the SAP requirements or does not align with GCF broad
indicators, other institutions, donors, and funding mechanisms could be available.
Lastly, if you have successfully implemented pilot approaches or smaller-scale projects
to address urgent climate needs, including those funded by other donors, funds, and
investors, consider whether you could scale these up through the GCF SAP, or even
implement them in a different geography or region.

PROGRAMMATIC ELEMENTS FOR
SUCCESSFUL SAP FUNDING PROPOSALS

To successfully secure funding from the GCF SAP, a project needs more than merely a
promising concept. AEs should take into account several programmatic elements to
craft enhanced funding proposals that align with the GCF's impact strategy.

Think big and strategically: Show how your project can scale up previous
@G initiatives and contribute to transformational change. Clarify what scaling up
means for your project and demonstrate how you plan to achieve it. Think
about replicating the project in other regions or countries or integrating it into
national policies and plans.

and National Adaptation Plans. Do not forget to have a strong climate rationale
for your project that explains how it responds to climate impacts or avoids
emissions, and consider its potential impact, sustainability, and the recipient’s
needs. Country ownership and adequate financial structure are also crucial.

- E Check the boxes: Ensure your project aligns with the list of core indicators
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] Focus on urgent needs: Prioritise climate adaptation needs in GCF priority
@:] countries. Small island developing States, least developed countries, and African
States are especially vulnerable and need urgent attention.

® g Leverage private sector finance: |dentify specific opportunities for engaging
Wé”é'? the private sector in your project. Corporate social responsibility initiatives
and partnerships with financial institutions are just some examples. Unlocking
private sector finance is crucial to achieving the scale of investment needed
for climate change projects, as well as to bringing on unique expertise held by
the private sector.

2=X. Get creative with financing: Don't limit yourself to traditional funding sources.
:-5 Innovative financing approaches can attract more concessional funding and
= private capital. Blended finance, for example, can help reduce risk and increase
investment. Public-private partnerships can also leverage private sector
resources and expertise.

& Make the most of the GCF: Enhance your access to the GCF while leveraging
climate finance. The Simplified Approval Process can make it easier to get
funding, but it's important to meet the criteria and tailor your programming
guides to the needs of AEs.

READY TO SECURE GREEN CLIMATE
FUNDING? CHECK THESE MANDATORY
CRITERIA FIRST!

As an AE, it is important to ensure that your project meets the mandatory criteria
for the SAP of the GCF. This will help ensure that your funding proposal is eligible
for consideration and has a higher chance of approval. Here are some key checklist
items to consider:

Accreditation Type:
e The AE must have an active accreditation with the GCF and be in good standing.

e The proposed project must align with the AE's accredited areas of expertise and
must not exceed the scope of its accreditation.

e The project must have support from the National Designated Authority and
align with National Adaptation Plans and the country’s Nationally Determined
Contribution (NDC) to the Paris Agreement.

Financing Ask:
e The project must have a financing ask of less than USD 25 million.

e The project must have a clear and realistic budget, with a detailed breakdown of
expected expenses and a plan for monitoring and reporting.

Risk Level:

e The project is considered to have minimal or no adverse environmental and/or
social risks and/or impacts (GCF risk classification C).

e The project must have a clear plan for managing potential risks and addressing
any challenges that may arise.
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FIGURE 17. DOES MY PROJECT FIT WITH SAP REQUIREMENTS

1) AreyouanAE, NDA or focal point, and have you considered preparatory initial checks, inclusion in
country programming, alignment with NAPs?

2 Isyour overall funding ask from the GCF no more than USD 25 million?

. Is your project considered to have minimal or no adverse environmental and/or social risks and/or
impacts (GCF risk classification C)?

Your project is not eligible for direct support from the Your project is eligible to apply directly to the SAP
GCF SAP. However, please consider: modality. Refer to the next section to put your project
idea into action.

If your project is well aligned with GCF priorities, the PSAA
might be an appropriate mechanism. @

Exploring a partnership with a DAE or NDA to support the
funding and implementation of your project. Applying for
GCF accreditation to access future climate finance. @

Exploring other sources of climate finance, such as the AF,
GEF, aid donor funding, and climate philanthropies. @

You are eligible to apply directly to the SAP modality. Refer
to the next section to put your project idea into action. @
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FROM CONCEPT TO IMPLEMENTATION: A
STEP-BY-STEP GUIDE FOR AES TO SECURE
GCF PROJECT FINANCING

Are you an Accredited Entity looking to apply for funding through the Green Climate
Fund's Simplified Approval Process? Here's a step-by-step guide to help you through
the process and increase your chances of success:

Consider preparing and submitting a concept note, so the GCF can validate the project idea
and identify potential gaps. The GCF has support available for the completion of concept
notes. While not mandatory, concept notes may help clarify your idea's climate rationale,
scope, and provide a focal point for potential stakeholders. If you do decide to submit a
concept note, please note:

a. It may be submitted by the AE and/or NDA.

b. It must follow the new simplified SAP Concept Note template - stick to the page limit.

c. It mustinclude the Environmental and Social Screening checklist to determine whether
the project meets the SAP risk categorisation.

Upon demand from the AE with support from the NDA, the GCF may also
provide technical assistance to help you prepare the correct documentation.

Submit the Funding Proposal to the GCF Secretariat which reviews the Funding Proposal,
as does the Independent Advisory Panel to determine eligibility under the SAP.

)

V@’
/ N\

a. The Funding Proposal must be submitted by an AE.
b. It must follow the SAP FP template.

Upon approval, project implementation with streamlined monitoring and reporting processes
for easier and faster disbursement of funds.

5

We hope this step-by-step guide has provided valuable insights into the Green
Climate Fund's Simplified Approval Process and programmatic considerations you
can take to increase your chances of securing funding for your project. Remember,
the GCF is committed to supporting Accredited Entities through the application
process and has technical assistance available to help you every step of the way. So,
if you're considering applying for the SAP, don't hesitate to reach out to the GCF SAP
team for support.
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