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CSOs in previous interventions on the developing Risk Management Framework have warned that the 
GCF needs to take reputational risk and compliance risk with a zero to low tolerance approach.  And in 
this regard it would be good to have clarification on whether the UN Guiding Principles on Business and 
Human Rights was considered in the development of this framework, as we believe this to be a 
relevant framework to identify and manage potential risks related to climate change actions and as 
they are being used by the private sector. 

 
We agree that it is critical that the GCF in its approach to financial investment and impact be a risk 
taking institution. We have said before that it should not be tied to the risk averseness of its AEs. It 
should be prepared to lose its money in first loss tranches, where necessary. Thus, we largely welcome 
the proposed risk appetite statement in Annex III. 
 
Nevertheless, we have some concerns regarding Annex III and the Risk Appetite Statement: 
Section 5.2.1 on “zero tolerance” for working with parties subject to sanctions, embargoes etc is 
ambiguous – it seems to refer just to countries. It should be made clear that this zero tolerance 

approach also extends to firms that are sanctioned for reasons of fraud or corruption by international 
institutions (eg. those debarred in accordance with the Agreement for Mutual Enforcement of 
Debarrement Decisions) 
 
In section 5.2.2  it is not spelt out what the consequences of “compliance breaches” are, and how 
those would be applied to Board members (and whether they would also apply to alternates or 
advisers). That being said, it is welcome to see a “zero tolerance” approach to breaches of the Gender 
Policy and Action Plan, amongst other measures. A future IP policy should be added to this section.   
Ideally, we would have liked to see such a “zero tolerance” approach also applied  on non-compliance 

by AEs against international requirements, for which the risk appetite under section 5.3.4. currently 
notes a “moderate risk tolerance”. This section also fails to make reference to the information 
disclosure policy or a future IP policy. 
 
We are concerned that the indicative targets under section 5.3.1 on concentration risk are currently set 
too high for total investible amounts going into a single results area, into a single country and into a 
single proposal respectively. We suggest that those are lowered before adoption. 
 
In Annex V,  section 4.1, regarding provision of guidelines for assessing risk of program/project failing 
to make an impact, we are concerned that this section introduces language about mitigation and 

adaptation that seems unnecessary. Efforts to define the GCF’s role as a “critical catalyst” in “directly” 
achieving adaptation objectives could be used as part of a push for a narrower definition of adaptation 
and should not be included in the risk framework. 
 
One final point: the draft decision and Annex V refer to the proposed new “risk guidelines for funding 
proposals” replacing interim risk and investment guidelines adopted with decision B.13/36.  We would 
like the reassurance by the Board that with the new guidelines being adopted going forward the GCF 
will maintain its ability to provide up to 100% of agreed full and agreed incremental costs as grants for 
public sector proposals in line with para. 35 of the Governing Instrument as this was the guideline of 

decision B.13/36, Annex VIII that will now be superseded. 


