
CSO Comments on the Review of the financial terms and conditions of the GCF 
financial instruments (BM21, October 2018) 

 
Note: The body of the paper is the same as the paper presented at B.20, but there is now a decision attached 
(annex I) and a new annex (V, revised TOR for review of financial terms and conditions) that are proposed to be 
adopted. 

 
While the Board “takes note” of the review in Annex I (a), it should be understood that the existing 
terms and conditions remain in place.  

 
We welcome a number of aspects of the consultants’ review,  however,  we fear that the consultants 
might not have had a clear understanding of the UNFCCC context and mandates in which the GCF is 
operating, or the rationale for separating out private and public activities in GCF financing operations. 
• For example the recommendations for greater concessionality, more frequent use of loans to the 

public sector, greater co-financing, the introduction of a cap for GCF financing -- these make sense 
only when applying a narrow economic rationale. It ignores the UNFCCC provision which mandates 
developed countries to meet the full costs of climate measures by public bodies in developing 
countries, and therefore the rationale for different concessionality for private and public sectors. We 
urge that explicit reference to the UNFCCC context and mandates is included in Annex V (which 
propose the terms and conditions of future reviews). 

 
We ask for clarity on the status of the proposals set out in the review that was already conducted 
(Annex VI), including the “recommendations” and “conclusions” that are set out in the body of this 

paper. These recommendations and conclusions are not considered as part of the decision. We have 
some outstanding concerns about these recommendations and welcome the fact that these would not 
be operationalised. 

 
Further clarity is also needed regarding the reporting of the review of financial terms and conditions 
requested in Annex 1 (b). The reporting of the outcome of the review to the Board should include 
publication of the Review itself. 

 
Paragraph (d) of Annex 1 states that in the future the Board as a whole will not review the terms of 

reference (ToR) for the review, unless both Secretariat and Investment Committee consider there to be 
“material” changes to this ToR.  We suggest that “Secretariat and the Investment Committee” should 
be changed to “Secretariat or the Investment Committee” so that neither body can potentially veto 
such a referral. 
 
In Annex V (section III para 8), which sets out the proposed terms of reference of the review, the 
proposed list of Institutions to be surveyed should include the Adaptation Fund and other multilateral 
UN funds. We also suggest that reference to “national development bank” (V, III, para 9) should be 
changed to “national development institution”, since not all such institutions are banks.  

 
The sections on reporting and deliverables (Annex V sections IV and V) should make it clear that the 
outcome of the Review will be published as part of Board documentation. It is our understanding that 
any proposed changes to the terms and conditions of financial instruments should be considered by the 
full Board. 

 



For background:  Talking points we prepared for B.20 on aspects of the review that are not proposed 
for decision 
 
The paper suggests that there should be “Definition and communication of a set of criteria to assist AEs 
in choosing the level of concessionality granted to a project or programme proposal”  The question 

would be if this should not be differentiated more between the scale of projects and applied primarily 
to financial intermediaries accredited to the GCF for medium- and large-size investments. We fear that 
for some DAEs with mostly micro and small scale activities, such a requirement would create a level of 
unexpected complexity in the design phase and higher burden to elaborate GCF projects.  
 
On Co-financing. We strongly disagree with the suggestion made by the Secretariat of setting a cap on 
the share of the total project expenditure financed by the GCF (80 per cent of a project budget or 50 
per cent for revenue generating activities)  to encourage co-financing on the basis that it will help to 
maximize the impact of GCF interventions in developing countries. Co-financing should be encouraged 

but not made a mandatory provision. This is quite relevant for some DAEs that have fewer capacities to 
mobilize additional funding or that are only eligible to access grants from the GCF. This could also 
discourage project proponents from giving weight to the sustainable development components that 
should be an integral part of any GCF project.  
 
We read with interest the findings in the consultants’ report that larger programmatic private 
programmes (esp. line of credit ones) are those most at risk of “running askance of Board guidelines” 
because there’s no mechanism “to ensure that GCF concessionality is effectively transferred down.” 
This is a concern that we have raised repeatedly and is relevant also for some of the private sector 

proposals up for consideration here. It seems therefore practical for the GCF  to take up the 
recommendation for the fund to develop a clear policy on transferring concessionality down to 
beneficiaries . 
 
Lastly, the proposal to apply differentiating level of scrutiny respectively to pilots, “scale-up” and “one 
off” funding proposals and dividing larger programmatic proposals into phases, in which the approval 
would be of a pilot, with a simplified procedure for subsequent phases in principle could be a good 
approach, depending on how it would be implemented?  
 


