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• The purpose of this paper should have been to develop further guidance , policies 
and principles to guide the Secretariat and Implementing Entities in the  use of 
different financial instruments. It fails to provide such guidance, instead 
setting up a false dichotomy between offering case-by-case terms and a global “model” 
or “formulaic methodology.” 

• The paper goes to great lengths in pointing out that a lot of MDBs are lending on 
commercial terms, and suggesting that the MDBs (as intermediaries) be 
involved in determining financial terms. But the GCF was created, in large 
part, because of the poor record of MDBs – not to replicate their failings. 
Rather than shaping financial terms to fit the pattern of MDB lending, or to 
cross-subsidize it, there should be guidance on the “blending” of GCF funds. 
Concessionality from the Fund should be passed through by intermediaries, 
rather than being used as a sweetner for MDB commercial-rate financing or 
to cover their transaction costs. The terms and conditions of blended [ loans 
should not involve higher interest rates or fees than the terms offered by the 
GCF itself. 

• We urge the Board to mandate the Secretariat be mandated to come up with 
further guidance at BM11, including developing a framework on assessing 
sovereign indebtedness and debt sustainability in the case of public sector 
programmes and projects, and defining when it may (and may not) be appropriate to 
use certain types of non-grant instruments. We strongly urge the Board to drop the 
reference to the Debt Sustainability framework of the World Bank and IMF 
which has been heavily criticized among other things as as too narrow and 
not able to anticipate debt servicing problems. The GCF paper should also include 
further guidance (in relation to private projects) on how to operationalize the 
suggestion that the Investment Framework be used to guide the case-by-case 
application of concessional terms. 

• The paper seems to suggest, referencing decision B.09/04(f), that the Fund could 
provide commercial-rate loans to the public sector – and that these would not 
be subject to the same strictly worked out concessionality terms that were 
agreed at BM9. But that decision was clearly intended to refer to other types of 
instruments – eg. guarantees, equity. It was not intended to rewrite paragraph 54 of 
the Governing Instrument.  ZAHER’s point 

 


